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General Manilov Assesses Trend to ‘Partnership’ 
Ideology 

General Manilov Assesses Trend to ‘Partnership’ 
Ideology 


{Article in two installments by Lieutenant General Val- 
eriy Leonidovich Manilov, deputy secretary of the RF 
Security Council, under the rubric “‘Geopolitics”’: 
‘Russia in the Outside World: The Partnership Strategy 
and International Security”’] 


[22 Jul 94 pp 1, 5] 
[Text] 


From the NEZAVISIMAYA GAZETA Files 


Valeriy Leonidovich Maniloy. Born 10 January 1939 in 
the city of Tulchin in Vinnitsa Oblast (Ukraine) into a 
military man’s family. Graduated from the Odessa 
Infantry School in 1962 and served in various posts in the 
troops and in the central apparat of the USSR Ministry of 
Defense. Starting in 1989 was chief of the USSR Ministry 
of Defense Information Directorate. In 1992 came to head 
the Information Service of the CIS OVS [Joint Armed 
Forces]. 


Since 1993 has been deputy secretary of the Russian 
Federation Security Council. 


Lieutenant General. Participant in the combat operations 
in Afghanistan. Graduated from two military academies: 
the Military-Political Academy in 1976 and the General 
Staff Academy in 1985. 


Candidate of philosophical sciences. Has more than 100 
publications and works on military-political problems, 
defense questions, and national and collective security. 


Married and has a daughter. 


Partnership is the main distinguishing feature of world 
development after the end of almost half a century of the 
“cold war’ and a unique kind of key to establishing 
interstate relations of a new, nonconfrontational, demo- 
cratic type. This formative process is complex, varied, 
and contradictory. It has its own internal logic, its own 
dialectics, and its own strategy and tactics of formation 
and development. Attitudes toward the idea of partner- 
ship are varied: from assessment of it as a panacea for all 
troubles to complete rejection of it. But its main thrust is 
interpreted positively by a'l responsible political forces 
of contemporary times. And the vitality of the idea of 
partnership is reinforced by the fact that its realization 
coincides with the main direction of progress toward 
interaction, coordination, and unification of efforts and 
toward cooperation and integration. 


A Command of the Times 


Affirmation of partner relations, that is to say, relations 
based on equality, mutual understanding, trust, respect, 
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and consideration of one another's interests, character- 
izes the processes occurring in all spheres of life of the 
world community: political, economic, and spiritual. 
This is fully applicable to such a sensitive sphere as 
security too. 


There is a deep-seated connection among national, 
regional, and global security. It is not always visible and 
not immediately revealed, but its impact on the situation 
is unquestionable. The character of this impact becomes 
increasingly rigid as the level of interdependence and 
interrelatedness of the contemporary world increases 
and integrational trade-economic and military-political 
processes grow. And today’s political realities confirm 
this. The threat of a global nuclear war has fundamen- 
tally declined, thanks to the efforts of many states, above 
all the former USSR and then Russia and the United 
States. The world has undoubtedly gained from that, but 
unfortunately it has not rid itself of the danger of war. 
Multidimensional, regional confrontation has come to 
replace global, for the most part unidimensional, con- 
frontation. The number of crises, local wars, and armed 
con/licts has risen sharply. Today there are more than 60 
of them. Europe, which even a few years ago did not have 
a single armed conflict within its borders, takes prece- 
dence in these statistics. 


That is one of the indirect results of the destruction of 
the foundations of the bipolar structure of the world, 
which opened the way to interregional centrifugal pro- 
cesses. The European community, like the world com- 
munity incidentally, finds itself facing a real danger of 
slipping toward a disaster whose prerequisites are 
formed by the new sources of tension. 


Those sources include the war in Yugoslavia. More and 
more states are being drawn into it one way or another. 


They include the enormous arsenals of weapons, 
including nuclear weapons. Their nonproliferation is 
becoming more and more alarmingly open to question. 


They include the instability in the new independent 
states of Eastern and Central Europe. These states are 
infected with a socioeconomic crisis that is systemic and 
chronic in nature. 


They include the hotbeds of conflict in various regions of 
the former USSR—both in the CIS states and close to 
their borders. The trend toward escalation continues. 


They include certain states’ attempts to satisfy political 
ambitions by filling the vacuum of force formed as a 
result of the dissolution of the USSR and the Warsaw 
Pact Organization. 


They include the territorial claims of some states against 
others and attempts to revise borders that were formed 
after World War II. These claims and these attempts are 
being vigorously revived. 


They include international terrorism and the illegal 
distribution of narcotics and many other things. 
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We face a situation that contains a real or potential 
threat to the national interests of states. There are a 
considerable number of ways to resolve this situation, 
and they encompass the entire spectrum: from civilized, 
political-diplomatic, humane ways to the path of mili- 
tary force. The choice of the optimal path that satisfies 
both the national interests of the state and the global 
interests of humankind to the greatest possible degree is 
an extremely difficult one because of a multitude of 
related problems—both those inherited from the past 
and those that have just arisen. And only combined 
efforts and the consolidation of the political will of 
peoples and states can make that choice easier. This 
means the will of all peoples and states that exist in the 
world community today, without any deletions or excep- 
tions. Following the models and stereotypes of the “cold 
war” here is dangerously nearsighted. Just as an exclu- 
sive orientation only to the “force structures” of NATO 
or the Western European Union and other similar orga- 
nizations is. Of course, on the tactical level, this may 
yield certain positive results, but, from the standpoint of 
the strategy of forming a new model of a secure and 
stable world, such an approach is unsound. Moreover, 
excluding the new independent states from the integra- 
tion process, selecting them on the basis of political 
sympathies or antipathies or market considerations, iso- 
lating certain states or groups of states, or arbitrarily 
narrowing the military-strategic “security space” all may 
lead to a temporary shutdown of potential sources of 
tension and instability and then their later reappearance 
under particular conditions. 


It follows from this that collective security is an objective 
necessity. That is in fact why the idea of the program 
“Partnership for Peace’ has received such vigorous 
support from most states. Ultimately, cooperating in the 
name of peace means attending to one’s interests. It 
applies to the NATO states and the North Atlantic 
Alliance as a whole. it applies to the states of Central and 
Eastern Europe and the Baltics. It also applies to Russia 
and other CIS members. 


It is precisely an effective European-wide regional 
system of collective security, organically linked to both 
the Eurasian and other regional systems, and to the 
worldwide system, that is the main guarantee of the 
national security of each of the states separately and all 
of them together. Moreover, if NATO is in reality the 
European center of power whose entry onto the global 
level ts ensured by the participation of the United States 
of America in the bloc, the collective security system of 
the Commonwealth of Independent States should be the 
Eurasian center of power, which, thanks to Russia’s 
participation in this system, is also linked to the global 
level of ensuring security. 


In this way, through the partnership of Russia and the 
United States of America, two great powers that objec- 
tively play a determining role in the present system of 
international relations, the linkage of regional systems of 
collective security among themselves and with the global 
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system of security is achieved; and that in turn is a very 
important guara.itor of the balance and stability of the 
common space of the world community's vital activities. 
One may acknowledge this fact or not, agree with it or 
not, but it will not cease to be a fact because of that. 


Of course, today the geopolitical picture of the world, 
delivered from a kind of universal Sword of Damocles, 
which was the constant presence of the threat of a global 
nuclear disaster, has undergone fundamental changes. 
The dissolution of the Warsaw Pact Organization and 
the USSR and the dismantling of the ideological water- 
shed between the East and the West had a fundamental 
effect on the distribution of forces that took shape during 
the “cold war” and spurred development of qualitatively 
new processes, which in a historically short period of 
time relegated the global confrontation of the polarized 
systems concentrated around the two superpowers, the 
USSR and the United States, socialist and capita! +, to 
the past. 


For decades the interrelations of these systems defined 
the appearance of the world. Its recognizable and unat- 
tractive features are well known. 


1. The predominance of confrontation in interrelations 
and the reliance above all on military force in policy 
toward one another. Here four groups of countries stood 
out from the standpoint of the aggregate potential force 
for achieving their goals: the superpowers that headed 
the opposing blocs; the great powers, permanent mem- 
bers of the UN Security Council, which influenced the 
world community; average states able to influence the 
development of the situation in certain regions; and 
small countries that had a negligible influence on inter- 
national relations. 


2. The ideological struggle of the two systems was 
considered a fight to the death, until the opposing side 
was completely annihilated. 


3. The United States and the USSR as countries heading 
the opposing systems recognized that their territories 
were vulnerable to nuclear strikes, which could be pre- 
vented only by following a policy of deterrence. 


4. Ensuring the vitality of their allies and friendly 
regimes in different regions of the world was considered 
a most important aspect of the policies of the United 
States and the USSR. 


5. Both sides considered armed conflict in Europe the 
main military danger. 


Today the world is in the stage of changing from the 
opposition of the bipolar structure of “East-West” to 
new international relations, which open up great possi- 
bilities for constructive cooperation and settlement of 
disputed issues and conflicts through political means and 
by dialogue, mutually acceptable compromises, and 
binding treaties and agreements. 
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The process related to the rejection of total structures 
and establishment of normal market relations has 
encompassed virtually the entire former system of 
socialism, although it is moving at different speeds and 
with many unique features in each country. This process 
provoked profound changes in a number of established 
international structures that were born from the standoff 
between the Eust and the West and served that confron- 
tation. The withdrawal of the Armed Forces of the 
former USSR from the territory of Czechoslovakia, 
Hungary, Poland, and Germany was carried out, and 
radical transformations in the national armies of most of 
these and other Warsaw Pact countries occurred. 
Changes are occurring in the functions and structure of 
NATO and the Unified Armed Forces and national 
armies of the states participating in this organization. 
Their numbers are being reduced, the structure is being 
changed, and the American military presence in Europe 
and in other regions of the world is decreasing. 


The essence and political substance of the concept of 
“superpower” is changing. Historically it was associated 
with having nuclear weapons, unlimited economic 
potential, and claims to represent the m del of the future 
of humankind. Today, 15 independen states function in 
the place of one of the superpowers, the USSR. Of 
course, Russia, as the successor of the USSR’s nuclear 
status and as a state that possesses all the othe, necessary 
parameters—geostrategic, demographic, resource, scien- 
tific-technical, defense, and others—could lay claim to 
the role of superpower. But, having made its difficult 
democratic choice after suffering for more than 70 years, 
Russia deliberately and voluntarily abandoned claims to 
the role of a model social structure for all humankind. 
The words from the message of the president of the 
Russian Federation to the Federal Assembly are signifi- 
cant in this se1se: “Our sirategic goal is to make Russia 
a prosperous country where free people proud of their 
ancient history and boldly looking to the future live, a 
country where power is based on law and does not 
oppress the citizen, a country with an efficient economy 
that combines national traits with world achievements. 
The creation of favorable external conditions for the 
country’s development is in Russia’s interests. This must 
be achieved with a proper and friendly but at the same 
time firm and consistent foreign policy in which the 
desire for cooperation does not come into conflict with 
the country’s national interests and Russians’ sense of 
national pride.” 


The new is never easily born. That is obviously an 
objective law of history, this midwife of sociopolitical 
and economic systems that replace one another. Russia 
with tribulations and through upheavals, trials, and 
mistakes is creating a socioeconomic system based on 
market relations, democratic federalism, and generally 
accepted principles of equality and self-determination of 
peoples and respect for human rights and liberties. 
Russia’s potential is sufficient to overcome all difficul- 
ties, to firmly take a place in the world community in 
keeping with its true role in the history of humankind, its 
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contribution to the development of social progress, and 
its responsibility for ensuring peace. 


The reality is such that even the United States is gradu- 
ally moving toward a situation where its identification 
with superpower is becoming an atavism and where 
many countries are more and more boldly moving out 
from unde: American control, insist on equal partner- 
ship, and in their affairs are guided by their own national 
interests. And, even the United States itself, still the 
undisputed world leader in a number of spheres, above 
all the economic sphere, frequently is simply unable to 
behave as a superpower in view of certain other coun- 
tries of the world acquiring capabilities comparable to 
America’s. 


Nature cannot endure a vacuum, as they say, nor can 
politics, incidentally. So the narrowing of the functions 
of superpowers in ensuring a balanced worldwide situa- 
tion is linked to an expansion of the list of great powers 
and an activation of their role. And their ability to 
influence the global situation is growing, above all 
through economic capabilities. Japan, whose economy is 
characterized by a high rate of development and a 
substantially lower level of inflation as compared with 
the United States and the main Western European 
countries, is taking leading roles as one of the centers of 
economic might. Germany’s influence is growing: Its 
gross national product is about three-quarters of the 
combined GNP of France and Great Britain. When the 
1991 Maastricht Accords take effect, this will allow 
Germany to substantially strengthen its positions not 
only in Western but even in Eastern Europe, as well as in 
the world as a whole. 


The economic balance among the most influential coun- 
tries in the world in the future will change against a 
background of greater ‘“‘economic weight” in the middle- 
level countries, for the most part from among the devel- 
oping countries. They include such countries as India, 
Saudi Arabia, Brazil, Argentina, and a number of others. 
Overall the absence of the opposition of the two world 
systems not only allows but even requires that the 
developing countries be viewed in a different way. They 
are no longer the “third world,” which in the recent past 
was forced to lay its path between Scylla and Charybdis, 
the two global geopolitical blocs. Now they are subjects 
of the world community ready and able to build relations 
with other states on principles of equality, mutual advan- 
tage, and equal security. In other words, they want to and 
can be partners in joint construction of a new, civilized 
werld order and of the regional and global systems of 
security that guarantee stability and prosperity. 


Thus, if we are speaking of the strategy of partnership 
from the standpoint of the conditions of its formation and 
the driving forces that ensure its realization, I think we 
have solid grounds to assert that partnership is a com- 
mand of the times. It is an objective necessity of social 
progress. Taking it into account in practical policy, con- 
firming the strategy of partnership as a dominant factor of 
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contemporary world development and one of the basic, 
main directions of the daily activity of states meets both 
their fundamental national interests and the interests of 
universal security. 


Arguments of Force or the Force of Arguments 


The abandonment of global political opposition and 
military confrontation has not resulted, it turns out, in 
the automatic establishment of mutual trust and coop- 
eration as accepted principles of relations among states 
on the regional and local levels. On the contrary, practice 
confirms the sharp increase in conflicts in relations 
among certain countries in some regions. Along with 
this, the potential for small and medium-size states to 
influence both the policies of the great powers and the 
world situation is expanding. This means that the prob- 
ability increases of the emergence of unpleasant combi- 
nations of destructive actions and destructive will, which 
are capable of causing complications in the situation 
with far-reaching circumstances. 


The dialectics of change in the contemporary world are 
characterized by an exacerbated struggle of positive and 
negative phenomena and trends. And, while positive 
trends are realized above all along the lines of consoli- 
dation, the negative ones are realized above all in phe- 
nomena and processes of a nationalist, disintegrational 
character. The threat to security and peace today is for 
the most part associated with them. 


Therefore, the joint search for optimal ways to harmo- 
nize the process of change, above all by forming regional 
security systems and a global system as interlinked 
subsystems capable of integration in the new system of 
international relations based on partnership, has become 
one of the pressing tasks of the present stage of world 
development. Such a system could offer much more 
potential for socioeconomic and spiritual progress and 
guarantees of security to all its participants as compared 
to a situation in which each country acts on an indi- 
vidual basis. 


The establishment of the new system of international 
relations is progressing under the aegis of asserting the 
priority of political, diplomatic, and other nonmilitary 
means of resolving contradictions and conflicts. Strictly 
speaking, above all that is what defines its new quality, 
the quality of partnership. However, it is hardly right in 
this connection to believe that military might has already 
lost its importance in maintaining stability and peace. It 
remains an important instrument for satisfying and 
protecting the national interests of states and regulating 
and maintaining the stability of international relations. 
That is to say, humankind today lives in conditions of a 
relatively stable balance of the force of arguments (polit- 
ical-diplomatic, internstional law, economic, and other 
arguments) and the arguments of force (above all military 
force). It seems that realization of the strategy of partner- 
ship, a unique kind of core of the present and future 
system of universal security, can and should strengthen 
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this balance against a background of a steady increase in 
the importance and effectiveness of the first component 
and the higher threshold for use of the second. 


The evolution of views on military force is based on real 
political processes. After World War II, the ideas of 
military force as the main component of state might and 
of war as the normal form of achieving political objec- 
tives were preserved because of the general ‘“‘confronta- 
tional” atmosphere in which reliance on military force 
was the natural expression of militarized thinking, the 
so-called “total” approach to wars. Destruction of the 
enemy’s armed forces, disabling of its military-economic 
potential, and ultimately its unconditional capitulation 
were considered the basic military objectives. And there 
was a clear line between a state of war and a state of 
peace. 


The experience of the war in Korea (1951-1953), and 
then the recognition of the fact that in conditions where 
the opposing sides have nuclear weapons war between 
the two blocs threatens mutual destruction, led to 
expanded indirect use of military force in forms of 
deterrence, pressure, and coercion and to assertion of the 
idea of its measured direct use. Although military force 
continued to be accepted as one of the important com- 
ponents of a country’s might, wars were divided into 
nuclear and conventional ones. And the former ceased to 
be treated, at least officially, as the “normal” form of 
achieving political objectives. At the same time, conven- 
tional wars were considered a natural component of the 
political process. In accordance with the concept of 
“general and limited warfare,” which predominated in 
that period, general warfare no longer presupposed the 
unconditional surrender of the enemy, but doing such 
damage to the enemy that its political system would be 
deprived of the ability to survive began to be considered 
the criterion for victory. Limited warfare presupposed a 
strict framework from the standpoint of political objec- 
tives, means used, and spatial scope. Measured use of 
force originated from the idea that the transitional stages 
between war and the state of peace were nullified, and 
there was no clear line. 


The circumstance that realization of the idea of “mea- 
sured” use of military force, above all during the war in 
Southeast Asia (1964-1973), yielded negligible results 
marked the beginning of the formation of a new 
approach to wars and armed conflicts. It served as the 
basis for the appearance and consolidation of the thesis 
of the reduced role of military force in coniemporary 
international relations. This thesis was confirmed during 
the war in Afghanistan (1979-1989); participation in 
it—by another superpower this time—broughit Just ¢ 
insignificant results from the standpoint of affirniing t!. s 
model of the social order and the standpoint of restoring 
peace and stability. 


Research on the problems related to the collision sur- 
rounding the correlation of arguments of force with the 
force of arguments, including the climatic and biological 
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consequences of nuclear war and analysis uf the phenom- 
enon of a “nuclear winter’ and the catastrophe in 
Chernobyl, showed that using nuclear weapons as a 
means to achieve political objectives was unacceptable. 
'Inderstanding of the irrationality of this argument of 
force gradually took hold of the people who shape the 
policies of states and formulate and approve doctrines 
and strategies and theicby determine the actual rather 
than declared character of internationai relations. 


Nuclear weapons began to be considered, in any case in 
the official precepts of the participant states in the 
“nuclear club,” above all as battlefield weapons rather 
than as political means or as a factor to deter possible 
aggression. 


However, given the limited membership of the “nuclear 
club,” this role of nuclear weapons proved to be quite 
relative too: unconditional deterrence of one another by 
the great powers and very hypothetically, of other coun- 
tries, including the so-called “threshold” and “near- 
threshold” countries, that is to say, those capable of 
becoming possessors of nuclear weapons relatively 
quickly. 


Recently, this group has .ubstantially expanded. It 
includes Argentina, Brazil, Israel, India, Iraq, Iran, the 
DPRK [Democratic People’s Republic of Korea], Paki- 
stan, Taiwan, the RSA [Republic of South Africa], and 
South Korea. Here is quite an important detail: Greater 
nuclear potential is accompanied by the production and 
import of missiles and materials suitable to use as 
radiological weapons. 





Presence of Nuclear Weapons and Means of Delivering 
Them in “Threshold” and “Near-Threshold” Countries 









































Country Nuclear Weapons Means of Delivering 
Them 
Argentina No Being Developed 
Brazil No Being Developed 
Israel Yes Yes 
India Yes Yes 
Iraq** No Yes 
lran*** No Yes 
DPRK*** No Yes 
Pakistan Yes Being Developed 
Taiwan No Being Developed 
RSA No Being Developed 
South Korea No Yes 











Most likely this list will be revised and added to— 
according to data from various sources, today around 20 
states are ready to acquire modern nuclear weapons. 
Needless to say, the point is not only and most likely not 
so much this list, but that the threat of the spread of 
nuclear weapons through the planet is a reality that is 
becoming increasingly ominous. Given intensified 
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nationalism and fundamentalism, and frequently in the 
most extreme manifestations, and the presence of 
regimes in certain states that are extremist in terms of 
their mentality, the probability of attempts to resort to 
the argument of force in the nuclear version is sharply 
increasing. The reported statement of a so-called 
member of the “international Serbian death squad” is 
very symptomatic in this regard. The essence of this 
statement is that in the event targets in the former 
Yugoslavia are bombed by NATO planes, nuclear 
charges on the territory of certain European states and 
the United States will be exploded. You may question 
whether the extremists have such charges and the very 
possibility of realizing such a threat as much as you want, 
but the fact remains: This is nuclear blackmail. The 
suggestion dropped in May 1994 by one of the represen- 
tatives of the present Ukrainian leadership in connection 
with the aggravated situation concerning Crimea that, in 
the event of a development of events that are unfavor- 
able to Kiev, it may revise its attitude toward the nuclear 
weapons deployed on Ukraine’s territory, and at the 
same time the SALT-1 Treaty and the Lisbon Protocol 
was a variation of this political phenomenon. 


In short, the monstrous “argument” has been put into 
political circulation. This confirms more and more the 
urgent need to take the most vigorous practical steps to 
make the nonproiiferation of nuclear weapons regime 
universal and to provide a system of guarantees to 
exclude the possibility of nonsanctioned access to 
nuclear means. 


It is notable that the multipolar structure of the world as 
compared to the bipolar structure creates many fewer 
restraints, counterweights, and effective obstacles on the 
path of extremism and adventurism in politics, above all 
on the regional level. In a bipolar system, attempts to 
achieve political objectives by military means were 
mutually restrained. Wars and armed conflicts occurred 
as a rule in those regions of the world where the influence 
of the superpowers was the least. Overall stability not 
only in interrelations among states but even within the 
states was maintained. Frequently this was an illusion of 
stability, and moreover accompanied by the freezing of 
the power of dictators or totalitarian regimes, but even 
so armed clashes were blocked. 


In the multipolar world that is taking shape, making a 
decision to seize part of the territory of another state has 
proved to be much easier for the aggressor (as in the 
event of Iraq’s aggression against Kuwait) than even a 
few years ago. Incidentally, it was precisely after the war 
in the Persian Gulf that regional wars and low-intensity 
conflicts finally became a focus of attention in analyzing 
and evaluating threats to stability and peace. 


By late 1991, the foundations of the present approach to 
using military force and the new substance of military 
strategy applicable to the international situation until the 
end of the 20th century had been defined in the United 
States. Their substance, as everyone knows, includes 
four basic provisions. 
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1. Strategic deterrence and strategic defense, an element 
of it, remain an important principle of the new military 
Strategy. 


2. The ability to respond to crisis situations. 


3. Presence on the forward lines: deployment on a 
permanent or rotating basis of groupings of armed forces 
provided with appropriate forward bases; agreements 
with allies and friendly countries on access to bases 
(storage facilities); joint planning and conduct of exer- 
cises and other measures. 


4. Restoration of military potential; regardless of forth- 
coming troop and arms reductions, preserve the capa- 
bility to build up armed forces in the event a regional war 
escalates into a global one and the United States partic- 
ipates in it. 


Such an approach means that the United States has 
changed the “bipolar” view of the world and acts from 
the idea that Russia and the CIS and other new indepen- 
dent states should not be considered potential enemies. 
This circumstance could not fail to have an effect on 
NATO military doctrine and the development of the 
armed forces of the main European countries. The 
essence of the strategic concept adopted at the session of 
the NATO Council in November 1991 amounts to 
changing the center of gravity of the bloc’s efforts from 
preparations for a world war or a war on the entire 
European continent to preparations for limited or local 
wars. Instead of that, the concept affirms a broader view 
of security and fixes the necessity of stepping up the 
political, economic, social, and cultural aspects of the 
activity of the North Atlantic Alliance. The military 
component is considered a guarantee against a return to 
confrontation as well as a factor that reduces the possi- 
bility of conflicts arising. In accordance with this, the 
European NATO countries as well as the United States 
intend to reduce the number of people in their armed 
forces. For example, by the mid-1990s, the FRG plans to 
reduce this indicator by 24 percent, Great Britain—by 
17 percent, and Italy—by 3 percent. 


Military development in other states of the West is also 
oriented in this same direction. 


Radical changes have occurred and continue to occur in 
the military doctrines and development of the Armed 
Forces of Russia and other new independent states that 
formed on the territory of the former USSR. Generally 
speaking, a historically unique situation has taken shape 
from the standpoint of the quantitative and qualitative 
changes in military force remaining after the collapse of 
the superpower. More than 10 national armies are being 
built on the basis of the mighty Armed Forces of the 
USSR, which possessed a wealth of military experience 
and traditions, a developed infrastructure, and powerful 
support systems. This process, which already is very 
painful, is even more complicated because of the mass 
withdrawal of troop groupings (from 1989 to August 
1994 roughly 630,000 men) from the territories of the 
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countries of Central and Eastern Europe and the Baltic 
states. And it is a great blessing for the new independent 
states, and indeed for all humankind, that the disinte- 
gration of such a threatening and complicated military 
organism did not lead to military cataclysms. 


(26 Jul 94 p 5] 


The Armed Forces of Russia, which on 7 May 1994 
marked its second anniversary, inherited from the 
former Armed Forces of the USSR organs of military 
administration, strategic and tactical formations, mili- 
tary units, establishments, organizations, and military 
educational institutions located on Russia’s territory, as 
well as troop groupings and naval forces outside its 
borders but under Russian jurisdiction. On 2 Novembei 
1993, an edict of the Russian Federation president 
affirmed Russian military doctrine—a qualitatively new 
military-political document in comparison with the 
Soviet past and world experience. 


Russia’s military doctrine begins from a realis‘‘c evalu- 
ation of the military-political situation that took shape as 
a result of overcoming the confrontation created by the 
ideological standoff. It affirms the prevention of wars 
and military conflicts and preservation of peace as the 
basic priority tasks of the strategy for ensuring Russia’s 
security. The absolute priority of political means for 
preventing, limiting, and resolving conflicts both in the 
international arena and within a country has also been 
established. The objective of Russia’s policy in the area 
of nuclear weapons has also been presented— 
eliminating the danger of nuclear war by preventing 
aggression against Russia and its allies from escalating; 
clear and precise guarantees that these weapons will not 
be used have been given; and the desire to ban testing of 
these weapons and reduce them to a minimum level to 
ensure that strategic stability is maintained and even '‘u- 
ally to eliminate them completely has been confirme«. 


Russia does not treat even one state as iis enemy. This 
doctrinal precept is supplemented by the provision that 
Russia considers all states whose politics do not damage 
its interests and are not in conflict with the UN Charter 
to be its partners in the cause of maintaining interna- 
tional peace and security and preventing wars and armed 
conflicts. Russia will cooperate within the Common- 
wealth of Independent States—with its participants 
when resolving problems of collective defense and secu- 
rity and coordinating military policy and defense devel- 
opment. For the Russian Federation, this direction of 
cooperation is a priority one; on the regional ‘evel—with 
countries that participate in the Conference on Security 
and Cooperation in Europe as weil as with other states 
and military-political structures in neighboring regions 
with existing or forming systems of collective security; 
on the global scale—with all states that are members of 
the United Nations Organization, above all within the 
framework of the UN Security Council, on the basis of 
the principles and norms of international law. 
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Consequently, the idea of the Partnership for Peace 
program was officially recorded in Russia’s military doc- 
trine long before it was advanced by the United States of 
America and reviewed and approved in NATO. This 
statement in no way represents a claim to supremacy; 
rather it indicates that the partnership strategy is an 
organic part of Russia’s general security strategy and, on 
an even broader plane, of its political course on the 
international arena. 


In strict accordance with this course, Russia is building 
and developing its relations with the United States of 
America on the basis of equal partnership using the 
experience of cooperation in the years of World War II. 
The historical memory of the peoples of Russia and the 
United States is not burdened with grave recollections 
and serious mutual insults, and consolidating Russia’s 
security will help reinforce the security of the United 
States; while by contrast, with the other states that are 
members of NATO and the states of Eastern Europe, 
Russia intends to build relations on the basis of trust, 
cooperation, and good will and will strive to create a 
system of Eurasian security. With the states of the Far 
East, the Asian-Pacific Ocean Region, Southeast Asia, 
the Near and Middle East, Africa, and other countries, 
Russia is building relations based on good will and 
respect of mutual interests. Russia considers the Com- 
monwealth states its friends and allies and relations with 
them priority relations. 


Russia rejects the use or threat of the use of military 
force as a means to achieve political, economic, and 
other objectives. It consistently takes every possible step 
to use political means to resolve even the toughest 
international problems. Russia’s policy on a settlement 
in Bosnia clearly confirms this. The rejection of reliance 
on military force is also manifested by the idea that 
Russia does not intend either now or in the foreseeable 
future to build up its military potential. 


Russia’s military-political leadership, in determining 
defense aspects of security, proceeds from the idea that, 
in contemporary conditions, political efforts to prevent 
war and to maintain, reestablish, and affirm peace may 
be effective only if they rely on sufficient military might. 
Taking into account the fairly high probability that 
military conflicts with limited political and strategic 
objectives will arise in regions adjacent to Russia and 
other CIS states and on the territory of the former USSR, 
above all on the southwestern and southern borders, as 
well as other factors of military danger caused, among 
other things, by certain states building up their military 
potential and by their desire to dominate certain regions 
using military force in resolving disputes, the develop- 
ment of the Russian Federation Armed Forces is under 
way. The number of personnel is being constantly 
reduced; in 1994 alone more than 300,000 people cut by 
plan. Starting in early 1995, a provision of the law should 
go into effect that says that the number of personnel in 
Russia’s armed forces should not exceed | percent of the 
country’s population. By that time, the planned reduc- 
tion of troops should be complete. A strictly defense 
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grouping is being created within the borders of Russia's 
territory, and the ob!igations under international treaties 
and agreements in the area of the elimination and 
reduction of arms and military technology and restric- 
tion of military activity are being realized consistently 
and punctually. 


The organizational, military-technical, and legal struc- 
turing and successful reformation and establishment of 
the Russian Federation Armed Forces as an important 
feature of the new Russian state is one of the important 
factors of society’s stability and effective resolution of 
the problems of national and collective security and 
regional and universal peace. 


There are obviously sufficient grounds to extrapolate 
this conclusion to most participant states in the Com- 
monwealth of Independent States. Signed in Bishkek on 
9 December 1992, the Agreement on the Concept of 
Military Security of the Participant States in the Com- 
monwealth provides general reference points and general 
guidelines for national military doctrines, plans and 
programs of military development, and approaches to 
preventing and settling armed conflicts, maintaining 
stability, and ensuring security and peace. 


In accordance with this, the basic parameters of national 
armies are being defined. Thus, Ukraine plans to have an 
army with no more than 490,000- 420,000 men by the 
year 1995, and with no more than 200,000-230,000 by 
the year 2000, given favorable development of the situ- 
ation. Belarus expects to have armed forces with roughly 
49 percent fewer personnel by the year 1994 than the 
grouping on Belorussian territory at the start of 1992. 
Eventually further reduction in the size of the army to 
60,000-70,000 personnel is possible. The other CIS 
states are handling military development in the same 
key. 


All the coordinated doctrinal provisions of the CIS states 
esser ially became the military-political basis for the 
Treaty on Collective Security, an important instrument 
of protection of their national interests, united efforts, 
and optimization of expenditures to maintain individual 
and common security. Despite the obvious discrepancies 
in the processes occurring in the Commonwealth of 
Independent States, in particular in the area of defense 
development, it is precisely in this area that a very 
important, promising trend has een observed. I would 
cal! it an integrational trend, since it marked the change 
from division to unification, consolidation, and joint 
work to ensure national and collective security. And 
favorable prerequisites are being created to provide a 
civilized solution to problems related to the sphere of the 
interrelations of the Commonwealth states in the area of 
defense development, especially in everything that con- 
cerns the quantitative parameters, deployment, and 
makeup of troop groupings. As is well known, they must 
be combined with a system of international treaties and 
agreements signed by the USSR and obligations of the 
successor states stemming from those treaties and agree- 
ments. 








This report contains information which is or may be copyrighted in a number of countries. Therefore, copying and/or 
further dissemination of the report is expressly prohibited without obtaining the permission of the copyright owner(s). 




















8 INTERNATIONAL AFFAIRS 


With the creation of the CIS, a qualitatively new situa- 
tion emerged in connection with the levels of conven- 
tional arms as defined by the treaty on conventional 
armed forces in Europe for the whole of the former 
Union, differentiated by regions. While the general 
ceiling of armaments had to be unconditionally observed 
in any case, regional levels needed to be redistributed 
among the Commonwealth states taking into account the 
formation of national armed forces and in strict compli- 
ance with the interests of both individual participant 
states and the CIS as a whole. Among other matters that 
came up in this connection was the problem of setting 
the quota for armaments and equipment limited by the 
Treaty for each Commonwealth state to whose territory 
the Treaty applies. In accordance with the Treaty and the 
Agreement among the former Warsaw Pact countries 
related to that Treaty, armaments and equipment must 
be redistributed among the CIS states within the max- 
imum levels established for the former USSR. 


This problem, which is of great international impor- 
tance, was resolved after fairly prolonged and laborious 
joint work—the heads of the CIS states signed the 
Agreement on the Procedure and Principles of Realiza- 
tion of the Treaty on Conventional Armed Forces in 
Europe on the Territory of the Commonwealth of Inde- 
pendent States. This Agreement formulated and fixed 
the provisions envisioning the realization of the reduc- 
tion norms set for the former Soviet Union and took into 
account the need for and possibility of full-scale imple- 
mentation of the control-inspection activity and 
exchange of information envisioned in the CFE [Con- 
ventional Armed Forces in Europe] Treaty, as well as 
maintenance of the infrastructure created for reducing 
armaments. As is well known, this infrastructure was 
created while preparations were being made to realize 
the Treaty within the framework of the former USSR. 
Taking into account the existing production base for the 
European territory of the former USSR, 25 sites for the 
liquidation and conversion of armaments and equip- 
ment were defined and prepared. The appropriate orga- 
nizational and control structural subdivisions were 
formed. Additional production capabilities were allo- 
cated. Technologies for destroying planes and armored 
tank artillery and equipment were developed. 


But the problem of flank limitations envisioned by the 
Treaty remains an extremely urgent one for Russia. A 
situation has arisen where the radical changes in the 
geopolitical landscape that occurred after the Treaty was 
signed do not fit the Procrustean bed of certain norms 
established by it. In particular, this applies to the number 
of pieces of military equipment envisioned for the 
domestic military districts of the former USSR, which, 
with its collapse, become border troops for Russia. 
Obviously a variant that takes account of the new 
political realities and satisfies all participants in the 
Treaty can and should be found. In any case, the logic of 
the establishment and development of the partnership 
system of international relations requires that particular 
situations—such as the problem of flank limitations— 
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also be viewed in the general sys'em of coordinates that 
establishes the unquestioned privrity of the force of 
arguments over the arguments of torce while observing 
the principles of equality, mutuality, consideration of 
one another’s interests, and equal security. It is precisely 
in this system of coordinates that the new democratic 
nussia is forming and realizing its military ideology and 
policy. 


The Good Neighbor Zone 


The president of Russia, B. N. Yeltsin, in formulating 
the basic principle of Russian foreign policy, defined it 
in this way: the creation of a good neighbor zone of 
friendly states. (KRASNAYA ZVEZDA, 23 February 
1993). 


This zone may be represented as a multilayered, concen- 
tric structure whose center is the state. The state’s 
subregional, regional, and global interests determine the 
radius of the particular iayer of the good neighbor zone. 


The steady expansion of the good neighbor zone and the 
inclusion in it not only of states that are nearby geo- 
graphically but even distant states and at some point in 
the future—all states of the world will satisfy Russia’s 
regional interests. 


The Structure of the State’s National Interests 


Each state has its own unique structure of interests. On 
the scale of the world community, their number is 
identical to the total number of states. In order to ensure 
stability, security, and peace, it is fundamentally impor- 
tant that their interaction be determined not based on 
the formula “‘supremacy—subordination,” which pre- 
supposes satisfying one’s own interests at the expense of 
others, but on the basis of cooperation, coexistence, and 
symbiosis. 


In this context, Russia’s system of nationai-state inter- 
ests in the most general, concise form could look like 
this: 


The circle of subregional interests encompasses all the 
new independent states formed on the territory of the 
former USSR. From the standpoint of ihe place and role 
of these states in the system of Russia’s socioeconomic, 
military-political, cultural, ethnic, ad historical rela- 
tions, it is the zone of its natural specia) interests. Russia 
is linked to most of the states of this zone by multilateral 
and bilateral treaties. There are a considerable number 
of problems created by the present stage of development 
that are related among other things to the status of the 
Russian-speaking population and national minorities, 
ensuring the security of borders, the status of Russian 
troops that found themselves abroad as a result of the 
collapse of the Warsaw Pact Organization and the USSR, 
and others. Their resolution is especially important to 
Russia. All this must be taken into account and all the 
states that together create the new democratic, partner- 
ship world order come from this. 
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The circle of regional interests includes the European, 
Near East, Middle Easi, Central Asian, and Far East 
regions and Asian-Pacific Ocean region as a whole. 
Russia's trade-economic, military-technical, scientific, 
cultural, diplomatic, and other ties with states of this 
zone are developed primarily on the basis of mutually 
advantageous bilateral agreements. The common 
interest of both Russia and all states of this zone obvi- 
ously consists of all-out development and reinforcement 
of the entire complex of these ties on a partnership basis. 


The circle of global interests encompasses the space of 
the whole planet and includes both the system of Rus- 
sia’s interrelations with states that are geographically 
remote from it and the entire spectrum of interaction 
with states of the world and international organizations 
to resolve problems of a worldwide nature: the nonpr »- 
liferation, reduction, and liquidation of nuclear ana 
other types of weapons of mass destruction, the preven- 
tion, localization, and termination of wars and armed 
conflicts; the prevention of ecological disasters and 
cleanup of their consequences, and protection of the 
environment; the fight against international crime, ter- 
rorism, and the narcotics business; and so forth. 


This scheme, regardless of all its arbitrary qualities, 
makes it possible not only to ponder the many-colored 
palette of the state’s interrelations with the surrounding 
world, but also to put it in order and obtain a certain 
methodological basis for determining or at least 
explaining priorities. Needless to say, national-state 
interests, as a living, developing substance, are not 
restrained within the framework of a particular circle. 
They may be adjusted depending on the regional and 
worldwide situation and may spread and flow over in 
directions either from the core or toward the core of the 
structure along radii (axes) with the terminals in the 
form of states with which bilateral relations are being 
implemented. Of course, the number and spectrum of 
these ‘‘axes”’ are different for each state. And the partic- 
ular content of each axis—political, economic, military, 
military-technical, scientific, cultural, ethnic, religious, 
and so forth—depends on the hierarchy of national-state 
interests extrapolated to the real economic weight, 
potential, geostrategic position, orientation, and char- 
acter of policy and other parameters of the state with 
which bilateral relations are being implemented. 


Applied to Russian national-state interests, these axes 
are the following: Russia-United States, Russia-NATO, 
Russia—Asia-Pacific Region, and so forth. For example, 
the parameters of interrelations along the Russia-United 
States axis are determined or rather should be deter- 
mined in accordance with the political declarations of 
the highest ievel according to the formula of equal 
strategic partnership. This formula presupposes the real- 
ization of principles that are already fixed in, among 
others, the SALT-! and SALT-2 treaties, the Camp 
David Declaration, the Charter of Russian-American 
Partnership and Friendship, the Vancouver Declaration, 
and the Moscow Declaration of the Presidents of Russia 
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and the United States. In any case, these documents 
affirm the durability of the new partnership trend in the 
development of Russian-American relations based on 
recognition and mutual consideration of one another's 
national interests. 


Russia and the United States have a common goal: 
ensuring international stability, security, and peace. For 
Russia, the realization of this goal provides favorable 
external conditions to help make democratic transfor ma- 
tions successful, to help overcome the domestic political 
and economic crisis, and to help implement integration 
in world economic ties. For the United States, it pro- 
vides the same conditions for socioeconomic progress 
and resolution of fundamental international and 
domestic policy problems. That is the most important 
thing. The interests of the two powers coincide in a 
whole number of particular spheres. Among others, they 
include mutual interest in the development of bilateral 
cooperation in the area of strengthening international 
security and intensifying control over armaments; a 
general desire to prevent the proliferation of weapons of 
mass destruction and uncontrolled use of dual-purpose 
technologies; mutual interest in preventing regional con- 
flicts that are a destabilizing factor in international 
relations; refusal to accept aggressive, authoritarian 
regimes that represent a threat to security and the 
balance of forces in certain regions; the fight against 
international terrorism and the narcotics business; gen- 
eral adherence to the principles of democracy and com- 
pliance with individual rights; and development of cul- 
tural, scientific, and humanitarian cooperation. 


Needless to say, there are spheres where Russian and 
American interests do not coincide. This applies above 
all to certain approaches to settling regional conflicts; to 
determining priorities in policy toward the states of 
Eastern and Central Europe; to recognizing the objective 
and purposeful nature of Russia’s position as the center 
of strength and its special interests on the territory of the 
former USSR; to Russian exports to the United States 
and to ensuring Russia equitable efforts on the world 
market; and others. 


The development of Russian-American partnership on 
the strategic level demands that national priorities be 
specified and basic interests be coordinated. It should be 
absolutely clear that the fact that they do not coincide, 
on the one hand, is natural and does not represent a 
threat to national and international security, and, on the 
other, demands an active and constructive dialogue and 
a joint search for mutually acceptable compromises in 
order to ensure a necessary and sufficient balance of 
interests. 


This balance is not only possible but even necessary, 
since strategic partnership objectively helps strengthen 
national and global security, and hence is simply eco- 
nomically advantageous for both countries. First, it makes 
it possible to reduce military budgets. Second, it opens 
up prospects for reducing the volume of military aid to 
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third countries. Third, it reduces the probability of the 
appearance of regional crises and conflicts requiring 
enormous financial and material expenditures. A Rus- 
sian-American strategic partnership is no less advanta- 
geous politically, if only because Russia’s isolation or 
self-isolation is in conflict with the interests of both 
Russia itself and of the United States: In both cases, this 
is the same as pulling the entire system of international 
relations back into the past, to the situation character- 
istic of the “cold war.” And, finally, a Russian-American 
partnership promises direct advantages to both states on 
the military level. Here Russia’s ongoing and long-term 
interests in many respects coincide with the United 
States’ interests and are associated with ensuring guar- 
antees of security, deterring possible aggressors, orga- 
nizing interaction while adopting decisions on using or 
refusing to use force as an instrument for maintaining 
peace, and so forth. 


The common desire to create a reliable and stable system 
of international—-regional and global—security unites 
Russia and the United States. Their efforts today are 
concentrated in a number of general directions. Among 
them are: preventing the proliferation of weapons of 
mass destruction, missiles, and missile technologies; 
prohibiting and creating guarantees that exclude the 
possibility of the use of nuclear and other types of 
weapons of mass destruction; settling conflicts and crises 
arising against the background of the general change in 
the military-political situation and the establishment of 
new independent states in Europe and Asia; preventing 
strategic stability from being undermined as a result of 
violation of international understandings in the area of 
arms limitation and reductions, and others. 


Successfully overcoming the present difficult stage of 
general world development, the transition stage from the 
former, confrontational order to a new partnership world 
order, depends to a definitive degree on Russia and the 
United States by virtue of their geostrategic position. In 
the context of this transition, obviously Russian- 
American efforts should also be consolidated, among 
other things to step up activity and raise the role and 
significance of, and when necessary reorganize and 
refine, international organizations and structures of 
security, above all the United Nations, the CSCE, and 
others. 


Interrelations along the Russia-NATO axis. Just as the 
North Atlantic Alliance, despite the collapse of the 
Warsav Pact Organization and the obvious absence of a 
“threat from the East,’ continues to exist, so the devel- 
opment of relations with it in the direction of expanded 
interaction to maintain international security is in 
keeping with Russia’s national interests. Needless to say 
this means in the context of the intensification of the 
Helsinki process, the strengthening of the CSCE, and 
movement toward a Europ’ in-wide, nonbloc system of 
security. 


There are ail the necessary prerequisites to develop this 
process and make it dynamic and effective. Above all 
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this is the operation of the CNAC—the Council of North 
Atlantic Cooperation, the independent organ of the 
European-wide military-political mechanism closely con- 
nected to the CSCE for the prevention and settlement of 
crises and armed conflicts. At some point in the future, 
the CNAC, as the military component of a nonbloc 
system of security, could take over, along with the 
political-diplomatic mechanism of the CSCE, the recon- 
ciliation and coordination of efforts and interaction of 
all regional and interregional structures in the area of 
strengthening security, including NATO, the Western 
European Alliance, the European Community, and the 
CIS. 


We can definitely see that an opportunity is opening up 
here for organizing and implementing partnership on a 
qualitatively new level, which can be a full-fledged 
cornerstone of the foundation of the worldwide, global 
system of security. It is precisely this point of view that 
makes the NATO Partnership for Peace [PFP] program, 
one of the first steps toward creating this system, attrac- 
tive. That is precisely why it is in fact wise to implement 
Russia’s partnership with NATO along the entire spec- 
trum of interrelations in the field of ensuring security 
and peace: from political consultations and participation 
on a permanent basis in the activity of the management 
and planning organs of PFP to coordination of military 
planning, joint military activity, preparation and con- 
duct of peace-keeping operations, training of cadres, and 
disarmament and monitoring of arms. We can expect 
that this partnership, which is interrelated with the 
interests not only of the group of states united in the 
North Atlantic Alliance but also with those of the CIS 
participant states and all 53 states of the CSCE, will 
serve to truly strengthen stability and peace in the entire 
range of their vital activity. 


Naturally, interrelations along the Russia-NATO axis 
represent a unique kind of a broad-scale military- 
political thrust of its interrelations with the member 
states of the North Atlantic Alliance. In this sense, the 
Russia-NATO axis, technically speaking, is a multichan- 
neled one. 


Another example is interrelations along the Russia— 
Asia-Pacific Region axis. Of course, this axis, although it 
is certainly not an ally axis but a geographic one is also a 
multichanneled one. The Asia-Pacific Region lacks a 
clearly manifested bloc system. The presence of the 
United States of America, China, Japan, Russia, India, 
and other powers in it predetermines a variety of inter- 
connections of their national interests. They interact 
against the background of a whole number of complex 
interstate problems. Among them are the problem of the 
South Kuriles; the problem of Korea and the nonnuclear 
status of the Korean Peninsula; the problem of Taiwan; 
the border disputes of China with India, Vietnam with 
Laos, and Thailand with Campuchea; and the Chinese- 
Vietnamese-Philippine problem of the islands in the 
South China Sea, and others. 
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This makes creating an organization like the CSCE and 
adopting a document like the Helsinki Final Act of 1975 
difficult, bearing in mind above all its key point on the 
inviolability of state borders. In this connection, the idea 
of creating a crisis settlement system in Northeast Asia 
with a Center To Prevent Crisis Situations suggested by 
the Russian president in Seoul in November 1992 is 
pressing. Its realization presupposes a great deal of 
preliminary work, above all to strengthen trust and 
develop cooperation in the areas of economics, culture, 
ecology, and so forth. A number of constructive pro- 
posals oriented to cooperation were advanced by the 
May (1994) forum of ASEAN. 


Strengthening security and stability in the region and 
establishing good neighbor, partnership relations with 
the Asia-Pacific countries is in keeping with Russia’s 
vital interests. Among other things, in interrelations with 
the United States, the experience of bilateral negotia- 
tions on arms limitations and on measures of trust 
regarding all types of military activity is useful here. In 
Russo-Chinese relations, support of China’s proposal to 
create a “mechanism of international security” in the 
Asia-Pacific region, which was officially presented at the 
International Conference on Questions of National 
Security and Trust Among States of the Asia-Pacific 
Region in Nepal in February 1993, as well as completion 
of the revision of state borders and the large-scale 
launching of economic cooperation, can play an impor- 
tant role. Russia’s ties with Japan have a great deal of 
constructive potential. The Russo-Japanese documents 
signed in Tokyo in October 1993 (the Agreement on 
Preventing Incidents at Sea Outside Territorial Waters 
and in Air Space Over Them, the Agreement on Coop- 
eration in the Area of Eliminating Nuclear Weapons 
Subject to Reductions in Russia, and others) could mark 
the beginning of new bilateral understandings in the area 
of security and measures of trust between the two states, 
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which undoubtedly would promote the general settle- 
ment of military-political problems and strengthen sta- 
bility in the Asia-Pacific region. 


Just as in these states, Russia wants to have good 
neighbors represented by India, Pakistan, and other 
states of Southeast Asia and the Pacific and Indian 
Ocean basins and is prepared to develop equitable, 
partnership relations with them and promote their inclu- 
sion in the worldwide system of security, which guaran- 
tees stability and peace to peoples. That is Russia's 
fundamental approach to the formation, transformation 
on a new basis, development, and deepening of interre- 
lations along all other “axes,” whatever their azimuths 
and whatever regions the partner states are located in. 


eee 


National-state interests are a reference point of the new 
system of coordinates in which international relations 
are developing today. Earlier they were frequently 
ignored, hushed up, trampled upon, discarded, and cam- 
ouflaged. Now they are gradually being incorporated 
into the mechanism of interaction, cooperation, and 
partnership being created by common efforts. The over- 
riding task of this mechanism is to see that political- 
diplomatic and other nonmilitary measures and means 
quell conflicting, opposing interests and that ways and 
methods to reconcile collisions and to develop, intensify, 
multiply, and integrate the common interests of states 
are found and used. That is precisely the essence of the 
strategy of partnership. Rid of hegemonic ambitions and 
ideological frameworks and conventions and associated 
by bonds of equality, mutual advantage, respect, and 
cooperation, national-state interests are gcod building 
material for partnership. Partnership is the universal key 
to a just, prosperous, stable, and secure world order. It is 
the future of humankind. 
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Troop Withdrawal Said To Strengthen Russia's 
Hand in Estonia 


944Q0538A Moscow NOVOYE VREMYA in Russian 
No 30, Jul 94 [signed to press 26 Jul 94] pp 20-21 


[Article by Vadim Dubnov: “Estonia and Russia: Tallinn 
Wins. And Prepares for Defeat’’] 


[Text] The U.S. Senate proved to be the strongest 
defender of Estonian independence. Russia and Estonia 
are prepared to hold off on the withdrawal of troops. 


At the G-7 meeting in Naples this year there was more 
joking around than ever before. But sometimes the fun 
gave way to a certain awkwardness. For example, when 
Yeltsin gave a strong “No” in response to the question of 
whether Russia would withdraw its troops from Estonia 
by 31 August. In a conversation with Clinton not long 
before that loud response, the Russian president was not 
so categorical... 


And now, Russian diplomats believe that is the way it 
actually is going to be. Logistically it simply will not be 
possible to complete the withdrawal by then. 


But then, from all appearances neither Russia nor 
Estonia seemed to have much faith in a 3! August 
holiday. 


Summer. A Time for Quarreling 


Relations between Moscow and Tallinn have never been 
known for their warmth. But somehow the crises always 
seem to come to a head in the summertime. And they 
usually coincide with the big, formal G-7 summit meet- 
ings. 


The troop withdrawal negotiations have been as unpro- 
ductive as they have been long—they have been going on 
for more than two years now. But the current scandals 
started brewing earlier for other reasons. 


A year ago the Estonians passed the famous law on 
foreigners. In accordance with this law, and also with the 
law on citizenship passed not long before it, a person 
who enjoyed universal civil rights the day before yes- 
terday, yesterday became just a permanent resident, and 
today he has lost even that status and has become a 
foreigner who now has to fight for the right to live in his 
own apartment and to continue working where he has 
worked for a long time. 


Despite the apparent legal intricacies of the law, world 
leaders and representatives of all sorts of international 
committees and organizations called on the Estonians to 
rethink what they had done. Even President Lennart 
Meri was forced to listen to their recommendations. 


Then Russia raised its voice, and its voice was heard. For 
the last time. 


“‘Russian-speakers” were the main group to be classified 
as “foreigners.”” But, in addition, many of them also 
wore military uniforms. Despite the fact that former 
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military personnel had hung up their uniforms long ago, 
they and members of their families were placed in the 
category of persons whose presence in the republic was 
deemed extremely undesirable. 


There are about 10,000 of these people who are viewed 
as persona non grata—more than ! percent of the entire 
population of Estonia. 


The issue of retired military personnel has become a 
major obstacle in the negotiations over troop with- 
drawal. 


Russian and Chinese—Brothers Forever 


The Estonian position is simple: What do the pensioners 
have to do with this? A foreign country’s troops should 
not be stationed on the republic’s territory and should 
leave without any attendant clarifications. They are 
saying: Withdraw the army, and then, perhaps, we can 
talk about the rest. 


The Estonians explain their animosity toward retired 
military personnel thus: Imagine that the Chinese came 
and occupied your country, Russia, 50 years ago. Then 
the army left and left behind 15 million of its pensioners. 
Would you be happy about seeing them on the streets? 


The Russian side initially tied the question of troop 
withdrawal to the problem of citizenship for Russian- 
speakers in general. Then it ran up against the uncom- 
promising position taken by the Estonians. A high- 
ranking Estonian diplomat explained this position by 
saying: “If we move to granting citizenship to everyone 
on the basis of ‘registration,’ then in the next elections we 
are going to have only two parties—the Estonian party 
and the Russian party.” 


By the fall of last year it appeared that a compromise had 
been reached: Russia had agreed to withdraw its troops, 
and the Estonians had agreed to observe the rights of the 
retired military personnel. Even despite the fact that 
granting them these rights was ‘» violation of the law on 
foreigners. 


At the next round of negotiations there was almost an 
actual breakthrough. The parties agreed to a “zero 
cption”—the troops would be withdrawn, without any 
compensation for losses incurred during their stay. The 
Estonians even agreed then to provide $23 million to 
help build housing for the departing troops. That is when 
the world was informed of the date for the withdrawal of 
the remaining Russian troops—31 August 1994. 


But nothing came of this. In the final analysis the 
Estonian leadership decided that allowing the retired 
military personnel to stay and granting them residency 
permits was an act of excessive liberalism. 


Diplomatic Victories Are Sweet 


Meanwhile, Estonia was left as the only Baliic republic 
not to reach an agreement with Russia: An agreement 
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had already been signed with Latvia to withdraw troops 
by that same 31 August deadline. Russia was given an 
opportunity to demonstrate its resolve. Grachev threat- 
ened the Estonians that if things kept going in the same 
direction, serious consideration could be given to 
changing the date for troop withdrawal. 


The Estonians were not intimidated. This caught the 
world’s attention and there was talk of a revival of 
“Russian imperialism.”’ While a year ago the G-7 leaders 
supported Moscow, albeit implicitly (although this did 
not result in any fundamental change in the Estonians’ 
approach to “foreigners”’), the reaction this time was 
swift and harsh. Clinton had not even returned from 
Naples when the Senate made withdrawal of troops from 
Estonia by the previously designated date a condition for 
releasing aid to Russia. 


In terms of the money itself, the Senate’s decision will 
hardly be very painful for Russia. Russia has already 
learned not to expect any “free” money from this kind of 
assistance. The money in question is not quite a billion 
dollars, and Russia will have to share it with its former 
brothers in the USSR at any rate. 


And there are only 2,000 people in this “army” anyway. 


The Estonians were simply waiting for their diplomatic 
victory, which they had been seeking since the very 
outset of the negotiations. 


The Estonians viewed the contacts themselves with their 
Russian pa tners as of secondary importance, and were 
using thom instead just as a way to make complaints to 
the world about Russia, which was not fulfilling its 
principal obligation to free a sovereign republic of its 
military presence. 


From a legal standpoint, Moscow’s position, in tying the 
question of troop withdrawal to other, even legitimate 
demands, is quite vulnerable. That is why Moscow has 
viewed all of Tallinn’s appeals with undisguised irrita- 
tion, and is continuing to do so. 


Why Shoul? the Presidents Meet? 


And now this is what Tallinn is saying about the date for 
the troop withdrawal: Of course, the date of 31 August is 
not set down in any documents, but we are not the ones 
demanding fulfillment of this Russian obligation, it is 
world community that is making this demand. 


Now, they say, this is solely a matter of honor for Russia. 


The world was notified immediately of the Russian 
president’s desire to meet with his Estonian counterpart, 
although, as the Russian Ministry of Foreign Affairs 
confirms, the idea for a meeting was initiated by the 
Estonians themselves. The point of this meeting is a 
mystery. Estonia’s inflexibility, multiplied by American 
support, was demonstrated once again to Vitaliy Chur- 
kin, who went to Helsinki to meet with his Estonian 
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counterpart. The two sides did not move one centimeter 
in resolving the problem of retired military personnel. 


The withdrawal of troops by the end of the summer has 
been forgotten. What is more, Pavel Grachev has already 
said that if the problem is not resolved, the troops will 
not be withdrawn even by the end of the year. 


It appears that this is precisely what Tallinn was trying to 
achieve. 


It is understandable that the Russian troops do not 
particularly want to leave Estonia. But it also seems that 
the Estonians are trying to delay the celebration of total 
liberation. The point is not just that the uncompromising 
stand against Russia produces inexhaustible political 
dividends, but can you think of any better way to prove 
your patriotism than in a struggle against ‘occupying 
forces’”? 


Tallinn has the example of Lithuania right before its 
eyes. The Lithuanians succeeded in getting the Russian 
troops out—but what is next? The first thing that hap- 
pened was that the West lost all interest in them. And 
Tallinn, which, unlike Vilnius, has pinned all its hopes 
on the West, is not at all happy about such a prospect. 


Zhirinovskiy’s Supporters Make a Good Impression 


The world reacts only to troops. After the ““demilitariza- 
tion” of Lithuania, no one has been paying any attention 
to the disputes between Vilnius and Moscow about 
transit shipping across the republic’s territory. So when 
the last Russian soldier leaves Estonian territory, it will 
be hard for Tallinn to count on anyone’s support, and in 
the matter of violations of the rights of the Russian- 
speaking population, the Estonians will be left face to 
face with Moscow. And Russia, having untied its hands 
by fulfilling its obligations, will be able to devote serious 
attention to this issue, and it will be its turn to appeal to 
the world community, with good reason. 


God alone knows what sort of other problems will 
emerge for Tallinn in the future in its relations with its 
“big neighbor.” 


But the Estonians understand that they cannot drag out 
the resolution of current problems indefinitely. The 
world’s patience is not boundless. And provoking ten- 
sion in relations with Russia has to have its limits as well. 
In this regard, the most farsighted Estonian politicians 
understand how awkward the assistance of American 
senators could become for them. 


The Russian Muma, of course, is not as effusive as the 
former Supreme Soviet. Describing the Americans’ 
demarche as a “provocation” and “‘interference,”” Duma 
members nevertheless sent their own delegation to meet 
with their Estonian counterparts. The outcome was 
unexpected. The Estonians were extremely pleased by 
the contacts and, according to Vello Saatpal, chairman of 
the Foreign Affairs Committee of Estonia’s State 
Assembly, “everyone made a very good impression.” 
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Despite the fact that the group included people such as 
Aleksey Mitrofanov, a member of Zhirinovskiy’s circle. 


Vladimir Volfovich himself is not changing his attitude 
toward Estonia and its future—the “nation of thieves” 
will be part of great Russia. The Russian opposition 
received the news from Washington with a deep sense of 
satisfaction as well—there you go, they said, your Amer- 
icans are no better than the Estonians. It is totally 
ridiculous to stand on ceremony now with the Estonians 
themselves. Even the indomitable hero of the Dniester 
region, General Aleksandr Lebed, is saying that they 
should be reminded that “‘they are already on the bottom 
rung.” 


The Fstonian Masterpieces of Ilya Glazunov 


Of course, ii) which case, one can put on a display of 
heroism and take up arms to defend one’s homeland. But 
this is hardly the aim of the Estonian leadership. They 
are preparing themselves for the fact that a compromise 
will have to be reached in any case. 


But too many careers have been built on “liberation of 
the homeland,” too many doubts have been expressed 
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about whether the “occupying forces know how to live in 
Estonian society.” It has been said too often that 
“Europe begins at the Russian-Estonian border” to 
simply admit one’s defeat. It is another matter to yield to 
a crude “dark force.”’ Estonian politicians are predicting 
that “they are going to bring us to our knees, just as they 
did with Latvia.” And even before the fact they are 
resentful that the West will abandon them at the critical 
moment, just as it did 50 years ago. 


...But Estonians still are not afraid to try anything to 
make Moscow angry. For example, the president and 
prime minister sent greetings to those attending a 
meeting of former SS members, and then waited for a 
note from Moscow expressing its outrage. 


President Yeltsin voiced approval for Ilya Glazunov’s 
work “Wake Up, Russia,” in which a husky mernber of 
the Black Berets, with a cross on his chest and “God is 
with us” on his buckle, leads the charge into an unknown 
attack. In an assessment of this emotional outburst, the 
president said: We are not going to withdraw our troops 
until the Estonians stop violating human rights... 
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ECONOMIC & SOCIAL AFFAIRS 


State Industrial Policy Criticized for Vague 
Financial Basis 


944E1114A Moscow SEGODNYA in Russian 28 Jul 94 
p2 


[Article by A. Solovyev: “Requiem for Wages. Discrim- 
ination of Manpower as a Principal Commodity Under 
Market Conditions Leads to Wage-Leveling and a Regi- 
mented Life”’] 


[Text] If the leaders of the Russian government are to be 
judged by their latest statements and action, they have 
no greater “hostile force” than the wages of workers and 
employees which, you see, are growing with every day, 
competing with prices with mixed success. 


The massive agitation and propaganda campaign 
defaming wages as a vestige of the totalitarian period of 
our history, which began with the very first steps of 
“market reforms,” steadily intensifying, continues to 
this day without ever having vanished. Many law- 
abiding workers themselves have come to believe that 
they are eating bread belonging to someone else while 
our leaders, without the slightest tremor in their voice, 
promise to help their people survive as a princely ges- 
ture, condemning them for living like they work (that is, 
poorly), and for having low iabor productivity, in addi- 
tion to which they are also lazy. That is not the way they 
work in the Western paradise, which is why they live so 
much better. 


No one is arguing that we live and work poorly, both 
workers and managers. But it would do no harm to 
finally determine what comes first—‘‘the egg or the 
chicken?” Work, or the absence of work, or the absence 
of a wage? 


Without delving into methodological postulates I shall 
merely recall that we started reconstruction with the 
liberation of labor and creative activity of people 
restricted by wage-leveling. We would like to have the 
possibility of selecting our work on our own, without 
instructions from above, and earn an honest living in 
accordance with the results of our labor. 


What do we have now? Formerly most workers received 
the same because they all had the same upper wage limit, 
whereas at present most of the able-bodied population 
also receive the same—except that presently it is equal to 
the lower wage limit. At the same time this lower limit is 
far below the physiological survival level: 20 percent of 
workers receive an amount below the minimum subsis- 
tence wage (in other words they live below the poverty 
level, while three-fourths live below the minimum con- 
sumer budget. Their wage does not ensure elementary 
conditions even for simple reproduction of manpower. 
Many are still surprised to discover that our birth rate 
has declined while morbidity is rising. At the same time 
a state social program is needed to restore the health of 
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our citizens, again from the state budget. It is true that 
the miserly have to pay twice. 


The myth about growth of income is a favorite in 
speeches by our leaders. Any average person, however, 
clearly understands that bank notes on their own as well 
as their number have a strictly symbolic significance. 
What is most important is how much they can purchase. 
At the same time there is also a change in the consump- 
tion pattern: numerous products become less and less 
accessible to people earning not just the minimum wage 
but medium wage as well. These are mainly meat, 
seafood, and dairy products, as well as vegetables and 
fruit. The total volume of purchases has shrunk, with a 
rapid rise in expenditures precisely on food products. 


It is necessary to radically change the overall model of 
labor remuneration, and that is what our reformers do 
not want to accomplish and even fear doing. After all, it 
is no secret that the entire “liberalization” of prices was 
oriented toward entry into the world market at the 
expense of only one factor—the low production cost of 
our goods. Initially designated exclusively for domestic 
consumption, they have practically no other merit 
except their low production cost. That production cost 
itself, with consideration of labor productivity, poor 
management, worn out equipment, and other factors, is 
determined by insignificantly low manpower overhead. 


In essence our ‘‘shock”’ reform was counting (whether its 
authors realized that or not) on freezing the price of labor 
at the level of socialist wage-leveling and a regimented 
form of life. It is, however, necessary to remember that, 
just as a good barracks should, at first everyone was 
provided with practically equal social guarantees out of 
social consumption funds for all social services, housing, 
and the like. Now, however, all social consumption 
funds along with all social guarantees have vanished (by 
the way, it is necessary to remember that we are speaking 
here of able-bodied and working citizens who do not 
receive social protection.) 


Establishing merely a superficial “market” appearance 
for the system of labor remuneration, the reformers left 
unchanged its content, which had formed during the 
socialist period: Monetarist schemes and primitive cal- 
culations were built on the entire difference between the 
market price of manpower and its artificially frozen cost, 
which was appropriated by the state (and with the 
development of privatization, by a small group of “entre- 
preneurs’’). 


That constitutes a double blunder by the monetarists and 
their current apologists. First of all, appropriating a 
significant portion of the surplus value, they were unable 
to utilize it (like the Japanese did during the period of the 
“economic miracle” and like the Chinese are doing at the 
present time), allowing it to be squandered. Secondly, 
the stranglehold on the workers does not allow the 
fulfillment of another basic function—consumption of 
goods and services (if appropriate needs for goods and 
services are not taken into account in the price of 
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manpower, there will be nothing to buy them with and 
therefore no need to produce them.) This is also indi- 
cated by the decline even in the production of goods of 
primary importance, foodstuffs, (meat, cereals, flour, 
products of light industry—by a fourth compared to the 
corresponding period of last year) and a false sense of 
abundance on the counters of the vending stalls. 


In evaluating the results of “liberalization” it is impor- 
tant not to disregard the following rather important 
points—a decrease in the share of reified labor in the 
price of finished production and a drop in the share of 
the minimum wage in the subsistence minimum (less 
than a fifth). Later that will be very difficult to correct 
because most types of raw materials that are extracted 
and products that are processed out of them have 
exheusted their growth potential and are consequently 
becoming uncompetitive on the world market. Since 
reserves for lowering its price practically do not exist (the 
reformers have already ‘“‘economized” on technical 
progress), and it is no longer possible to save anything on 
live labor, it is merely important to be able to last 
another day or two without any social upheavals. After 
all, workers in even those occupations that were treated 
best by the reformers receive wages somewhat below 
world levels. 


Wage must regain its initial functions. It must stimulate 
highly productive labor and ensure the reproduction of 
manpower. In the meantime, wage is frequently “a 
survival aid,” nothing more. The sooner it is possible to 
eliminate the current nonsense, the higher the chances of 
extinguishing inflation and establishing normal social 
and labor relations in society. And without that it is 
impossible even to dream about stabilization of society. 


Edict on Monetary Privatization 


944Q0526A Moscow KOMMERSANT-DAILY 
in Russian 27 Jul 94 p 3 


[Article by Victor Ivanov: “President Counts on Tax 
Benefits’’] 


[Text] Analysis of the presidential edict on the principal 
points of the state program of monetary privatization, 
which officially went into distribution yesterday (KOM- 
MERSANT-DAILY wrote about it on Saturday), makes 
it possible to evaluate it as a very radical document. That 
is the way it should be since specifically underscoring 
decisiveness at the start of the second stage of privatiza- 
tion suits the tactical tasks of the president’s economic 


policy. 


In essence, the very fact of the adoption of a state 
program for postvoucher privatization by special presi- 
dential edict appears as a sufficiently radical step. The 
contents of the document are just as radical. For the first 
time, the sale of state enterprises for money is being 
regulated in a sufficiently detailed manner. In particular, 
in accordance with the document, all shares of the 
enterprise being privatized must be sold in the course of 
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one year from the time the plan for privatization of that 
enterprise is adopted. The sale is carried out in the 
following sequence: First shares of stock are purchased 
by workers of the enterprise in accordance with the 
elaborated variant of preferential terms, then no less 
than 15—25 percent of the shares of stock are sold on a 
competitive basis, while the remainder are sold at inter- 
regional and All-Russia specialized auctions. 


It is noteworthy that in accordance with the edict the role 
of property funds increases sharply—they are specifi- 
cally the ones that will be engaged in the organization of 
auctions. Property management committees in the new 
stage shall concentrate primarily on the elaboration of 
standardization documents and management of enter- 
prises that remain state property—this will clearly aggra- 
vate competition between the State Committee on the 
Administration of State Property and the branch minis- 
tries. It is clear that detailed regulation of monetary 
privatization in the edict, in addition to everything else, 
must underscore the stability of positions held by central 
authorities in opposing the regional elite, which are still 
counting on a certain amount of freedom in dealing with 
questions concerning regulation of the privatization pro- 
cess in their territories. The inclusion of a point in the 
edict concerning the right to acquire real property and 
land plots is a sufficiently firm step with respect to the 
regional authorities (it was specifically this issue that 
caused Russian municipalities to oppose the program). 
In accordance with the edict, local authorities do not 
have the right to block the purchase of leased real 
property as well as built-up and vacant land plots 
attached to a privatized enterprise (the price of these 
plots cannot exceed the average price of land in the given 
region by a factor of more than three. 


The radical nature of this edict, which was stressed, is 
not surprising. The point is that transition to 
postvoucher privatization plays a key role in the eco- 
nomic policy of the president. First of all, under condi- 
tions of a financial crisis, the sale of state property for 
money in essence remains as the principal source for 
supplementing the budget. Second, the promise to sell 
Russian enterprises has already generated enthusiasm, 
occasionally somewhat inadequately, among a number 
of Western investors, and Russian authorities could not 
fail to justify their anticipations (this is what was instru- 
mental in bringing about the unequivocal permission to 
acquire land plots as property). Finally, third, the entire 
investment policy of the state is currently based on 
monetary privatization—without possessing real funds 
for the support of industry, the authorities decided to 
promise enterprises (particularly those on the threshold 
of bankruptcy) an influx of financial resources from 
private investors taking part in privatization. It is note- 
worthy that in accordance with the edict the government 
was charged with the development of a draft law that 
releases investments for privatized enterprises from all 
types of taxes. 


[Begin first box] 
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Benefits Adopted by the Edict for the Work Collective 
in Postvoucher Privatization 


Variant 1. Registered preferred stock, consisting of 25 
percent of the charter capital (but no more than 20 times 
the minimum worker wage), are transferred free of 
charge to the work collective. Up to 10 percent of the 
common stock is transferred to workers through closed 
subscription with a 30-percent discount and a three- 
month payment plan. The enterprise administration is 
granted a right to purchase common stock in an amount 
equal to 5 percent of the charter capital (but no larger 
than 2,000 minimum wages per person). 


Variant 2. All members of the work collective are 
granted the right to acquire common stock comprising 
51 percent of the charter capital. Free transfer and sale of 
shares on preferential terms is not carried out in this 
case. 


Variant 3. If a group of workers at the enterprise, or 
other physical and legal bodies, with the agreement of 
the work collective, assume the responsibility for fulfill- 
ment of the plan for privatization of the enterprise and 
prevention of bankruptcy (with the signing of an agree- 
ment to that effect for one year without the right of 
extension), they are then granted the right to acquire 30 
percent of the common stock upon termination of the 
agreement. In this variant, all workers of the enterprise 
are sold common stock in an amount comprising 20 
percent of the charter capital with a 30-percent discount 
and a three-month payment plan. 


[End first box] 


[Begin second box] 
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Tax benefits, the introduction of which in accordance 
with the presidential edict is to be proposed to parlia- 
ment for consideration, may be subdivided into three 
groups. 

The first group includes benefits offered the enterprises 
being privatized. Investments received as the result of 
investment competitions and bidding will also not be 
subject to taxation. In accordance with the established 
order, such sums are subject to profits taxes, a special 
tax, and value-added tax. Funds allocated by organs of 
power for the postprivatization support of enterprises 
will not be taxed along with the amounts of foreign 
technical aid. 


The second group of benefits is designated for special- 
ized privatization investment funds. These benefits are 
practically identical to the ones currently in effect (by 
virtue of the points of the state privatization program 
adopted by presidential Edict No. 2284 of 24 December 
1993). This includes the elimination of advance pay- 
ments of profits tax on share dividends and the tax on 
operations with securities with the registration of secu- 
rity emissions. Benefits today are available only in the 
first two years following registration of funds, whereas 
the new edict does not stipulate such a limitation. 


The third group of benefits pertains to the extension of 
tax benefits to operations with securities stipulated for 
government papers, and special-purpose bonds issued by 
organs of executive power of subjects of the Russian 
Federation and local self-governinent for the financing 
of projects in the social sphere transferred to subjects of 
the federation and municipalities in the privatization of 
enterprises. 


[End second box] 





Norms Governing Distribution of Funds Obtained From Privatization (in Percent) 
































Categories of fund recipients In privatization of enterprises at an auction or by com- In privatization of real property 
petition, and also with the sale of the stocks of joint- 
stock companies created in the process of privatization 
For facilities For facilities 
Federally State-owned by Municipally Federally State-owned by Municipally 
owned subjects of the owned owned subjects of the owned 
Russian Feder- Russian Feder- 
ation ation 
Local budgets 9 9 19 10 10 75 
Republic, kray, oblast, autono- 15 20 10 10 65 _ 
mous oblast, and autonomous 
region budgets 
Federal budget 10 10 10 55 -- _ 
Russian State Committee on the 1.2 1.2 1.2 1.2 1.2 1.2 
Administration of State Property 
Property management commit- 4 4 4 10 10 10 
tees, territorial agencies of the 
Russian State Committee on the 
Administration of State Property 
Federal fund for the support of 5 —_ — —_ —_ = 
entrepreneurship 
Russian Federal Property Fund 0.8 0.8 0.8 0.8 0.8 0.8 
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Norms Governing Distribution of Funds Obtained From Privatization (in Percent) (Continued) 





























Categories of fund recipients In privatization of at an auction or by com- In privatization of real property 

petition, and also with the sale of the stocks of joint- 

stock companies created in the process of privatization 

For facilities For facilities 
Federally State-owned by Municipally Federally State-owned by Municipally 
owned subjects of the owned owned subjects of the owned 
Russian Fed -- Russian Feder- 
ation ation 

Property funds of national-state 4 4 4 10 10 10 
and national and administrative- 
territorial formations 
Privatized enterprises 51 51 51 
Roskomzem a os — | 1 1 
Local organ of architecture and _— _ a 1 1 I 
city planning 
Local committee on land — a —_ 1 I I 
resources 
Total 100 100 100 100 100 100 























Decree on Socio-Economic Development in First 
Half of 1994 


944E1107A Moscow ROSSIYSKAYA GAZETA 
in Russian 3 Aug 94 First Edition pp 1, 4 


[Article by V. Chernomyrdin, Chairman of the Govern- 
ment of the Russian Federation: “Reso! ion of the 
Government of the Russian Federation, 26 July 1994, 
Number 869, Moscow/ On Results of Socio-Economic 
Development in the Russian Federation During the First 
Half of 1994 and Goals for the Near Future’’] 


[Text] The government of the Russian Federation notes 
that the adoption of the Constitution of the Russian 
Federation and the signing of the agreement on public 
consent to and implementation of measures indicated in 
the message of the President of the Russian Federation 
to the Federal Assembly, “On Strengthening the Russian 
State (Basic Directions in Domestic and Foreign 
Policy), and the program of the Government of the 
Russian Federation, ‘““The Development of Reform and 
the Stabilization of the Russian Economy,” have enabled 
us to stabilize the socio-economic situation in the 
country in mid-1994 as compared to the early part of the 
year. 


The market orientation of the Russian economy has 
been strengthened, and positive qualitative changes in 
economic development have appeared. The non- 
government sector, to which 58 percent of the country’s 
gross domestic product can be attributed during the first 
half of 1994 as compared to 52 percent in 1993, has 
strengthened its position. The voucher stage of privati- 
zation has been completed. The implementation of 
housing reform has been accelerated. 


The implementation of a moderately severe monetary- 
credit policy contributed to a drop in the pace of 
inflation from 21.4 percent in January to 4.8 percent in 


June 1994 and to a decrease in the consolidated budget 
deficit to 10 percent of the gross domestic product. There 
was a considerable decrease in the refinancing interest 
rate set by the Central Bank of the Russian Federation. 


The implementation of social support measures for the 
population has enabled us to avoid a drop in the stan- 
dard of living. Growth in the population’s monetary 
income approached the pace of growth of consumer 
prices; there was a slight decrease in income differenti- 
ation within the population. The role of subjects of the 
Russian Federation and of local self-government organs 
increased slightly in dealing with social problems. 


At the same time, the situation within the economy, and 
first and foremost within industry, remains complex. In 
January to June 1994 industrial production volume was 
lower by 26 percent than during the corresponding 
period last year. We were not able to increase investment 
participation. 


Problems involving mutual non-payment, financial 
improvements in enterprises, the retention and creation 
of new jobs, and the support of the socio-cultural sphere 
and science, especially in a number of branches, as well 
as for some subjects of the Russian Federation, remain 
urgent. 


The unresolved nature of political, economic and social 
problems in individual subjects of the Russian Federa- 
tion creates conditions leading to an increase in the 
number of crimes. In general the crime situation remains 
tense. 


In order to further develop and strengthen the economic 
reforms that are being carried out in the country, the 
Government of the Russian Federation has resolved the 
following: 


1. During the second half of 1994, the priority socio- 
econoinic task of federal executive organs and of execu- 
tive organs of subjects of the Russian Federation will be 
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to stabilize the operation of the Russian economy by 
avoiding a further decrease in industrial and agricultural 
production, by stable budget financing while main- 
taining a fairly strict monetary-credit policy, by imple- 
menting structural changes in the economy, by fulfilling 
1994 social and investment programs, and by imple- 
menting a flexible regional policy that integrally coordi- 
nates federal priorities and the interests of the subjects of 
the Russian Federation. 


The appended Clarified Operations Plan of the Govern- 
ment of the Russian Federation that deals with imple- 
menting the Message of the President of the Russian 
Federation to the Federal Assembly, “On Strengthening 
the Russian State (Basic Directions in Domestic ad 
Foreign Policy), and the programs of the Government 
of the Russian Federation, “The Development of 
Reform and the Stabilization of the Russian Economy” 
for the second half of 1994 (further it will be referred to 
as the Operations Plan) are to be confirmed. 


2. Based on results achieved in 1993-1994 while imple- 
menting the program of the Government of the Russian 
Federation, “The Development of Reform and the Sta- 
bilization of the Russian Economy,” the Russian Feder- 
ation Ministry of Economics, together with the Russian 
Federation Ministry of Finance, the Russian Federation 
State Statistics Committee, the Russian Federation Cen- 
tral Bank, the working group attached to the Russian 
Federation Government Chairman, the Center for Infor- 
mation and Social Technologies in the Government of 
the Russian Federation, the Center for Economic Com- 
petition in the Government of the Russian Federation, 
and the Analysis Center in the Government of the 
Russian Federation must develop a draft program for the 
Government of the Russian Federation entitled, 
“Reforms and the Development of the Russian 
Economy in 1995-1997,” and submit it to the Govern- 
ment of the Russian Federation by | November 1994. 


Federal executive organs, executive organs of subjects of 
the Russian Federation, of the Russian Academy of 
Sciences, of the National Economy Academy in the 
Government of the Russian Federation, and the Institute 
of Law and Comparative Jurisprudence in the Govern- 
ment of the Russian Federation must submit draft 
program proposals to the Russian Federation Ministry of 
Economics by 15 August 1994. 


3. In connection with the need to accelerate structural 
reorganization of the economy, the Russian Federation 
Ministry of Economics, the Russian Federation State 
Committee for Industrial Policy, the Russian Federation 
Ministry of Finance, the Russian Federation Ministry of 
Science and Technology Policy, and the Russian Feder- 
ation Ministry of Construction, together with the Rus- 
sian Federation Central Bank and interested federal 
executive organs, must contribute the following to the 
Government of the Russian Federation: 


By 15 September 1994 - draft ideas for the structural 
policy of the Russian Federation in 1995-1997; 
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By | September 1994 - a list of federal special-purpose 
programs for 1995 and proposals concerning special- 
purpose allocations in 1995 to government program 
clients of corresponding assets from the federal budget 
based on priorities established by the Government of the 
Russian Federation. 


The question of the structural policy of the Russian 
Federation is to be examined at a meeting of the Gov- 
ernment of the Russian Federation in September 1994. 


4. During the second half of 1994 solutions to the 
problem of mutual nonpayment, of stimulating solvent 
demand, particularly within the branches of industry, 
and also of increasing the interest of enterprises in 
modernizing their production bases will be considered 
essential preconditions for avoiding a decrease in indus- 
trial production. 


In examining industrial policy as an integral part of the 
structural reorganization of the economy, the Russian 
Federation State Committee for Indusirial Policy, the 
Russian Federation Ministry of Economics, the Russian 
Federation Committee for Defense Branches of 
Industry, the Russian Federation Ministry of Finance, 
the Russian Federation Ministry of Foreign Economic 
Relations, the Russian Federation State Committee for 
Managing State Property, and the Russian Federation 
State Committee for Antimonopoly Policy and the Sup- 
port of New Economic Structures, jointly with interested 
federal executive organs, must submit a draft to the 
Government of the Russian Federation by | October 
1994 on Basic Directions for Industria! Policy in the 
Russian Federation in 1995-1997. The draft must 
include the following: 


- a determination of priority production and product 
types with a consideration of short and middle-term 
competition in domestic and foreign markets; 


- the efficient distribution of industrial enterprises 
throughout the country with a consideration of special 
regional characteristics; 


- an improvement in the competitiveness of Russian 
products, resulting first and foremost from decreased 
production expenses; 


- the introduction of measures to develop production 
and to saturate commodity markets based on active 
application of antimonopoly regulations; 


- the implementation of reprofiling for ineffective enter- 
prises in order to organize new production and to create 
additional jobs; 


- the perfection of a mechanism of tax and monetary- 
credit policy to create conditions contributing to accel- 
erated structural reorganization in industry and growth 
in production volume. 


5. The Russian Federation Ministry of Economics, the 
Russian Federation Ministry of Con.truction, and the 
Russian Federation Ministry of Finance, together with 
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the Russian Federation Central Bank and interested 
federal executive organs, must submit to the Govern- 
ment of the Russian Federation by | September 1994 a 
draft of ideas for state investment policy in 1995 and 
subsequent years that foresees the activization of opera- 
tions in the investment sphere and the formation of an 
investment market, paying attention first and foremost 
to the following: 


- searching for effective measures to have government 
regulate the investment process; 


- strengthening investment activeness of commercia! 
banks and other financial institutions, including by 
means of using a system of guarantees and mixed 
financing mechanisms; 


- increasing the role of private assets of enterprises in 
financing investment programs and plans; 


- attracting the savings of physical parties for invest- 
ments in the housing sphere; 


- developing leasing; 


- expanding the practical granting of concessions to 
foreign investors. 


6. Within the period of one month, the Russian Feder- 
ation Ministry of the Economy, the Russian Federation 
Ministry of Finance, and the Russian Federation Min- 
istry of Construction, together with the Russian Federa- 
tion Central Bank, must complete the preparation of 
draft laws that will attract private investment and to 
submit them to the Government of the Russian Federa- 
tion. 


7. The Russian Federation Ministry of Finance, keeping 
in mind the need to continue a moderately strict mone- 
tary-credit policy, must do the following by the end of 
1994: 


- together with federal executive organs, to achieve the 
special-purpose use of budgetary assets; 


- to accelerate the implementation of measures involving 
the transition to a treasury system for executing the 
federal budget on the territory of the Russian Federa- 
tion. 


8. The Russian Federation Ministry of Finance must 
achieve the timely and uniform financing of urgent 
government needs, including harvesting, preparations 
for the fall and winter period of 1994/95 and support of 
branches of industry that utilize seasonal reserves of raw 
materials. 


9. The Russian Federation State Tax Service must 
strengthen controls over the timely arrival of payments 
from those paying taxes into the federal budget in 
accordance with Decree Number !006 of the President 
of the Russian Federation, dated 23 May 1994, “On 
Implementing Complex Measures Involving the Timely 
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and Complete Payment of Taxes and Other Mandatory 
Payments Into the Budget.” 


The tax service must make a recommendation that the 
Russian Federation Central Bank strengthen controls 
over the timely transfer by commercial banks of taxpayer 
assets into the federal budget, including taking corre- 
sponding measures against violators and depriving them 
of their licenses when necessary. 


10. The Russian Federation Ministry of Finance, 
together with the Russian Federation State Tax Service 
and the Russian Federation Ministry of Economics, 
taking into account the need to improve the Russian 
Federation’s tax system, must submit the following to 
the Government of the Russian Federation by 15 August 
1994: 


- draft ideas on improving the Russian Federation’s tax 
system, with plans in the draft measures to decrease tax 
rates and to systematize benefits, to stimulate produc- 
tion and investment and innovation processes, to 
develop securities and real estate operations, and to alter 
the tax payment structure by decreasing the proportion 
of taxes on profits and on increased costs and simulta- 
neously increasing the proportion of taxes on the rights 
to use natural resources and 011 property, as well as to 
improve taxation of physical parties; 


- drafts of federal laws on making changes in and adding 
supplements to the Russian Federation’s tax law in 
accordance with the implementation of Decree Number 
1004 of the President of the Russian Federation dated 23 
May 1994, “On Some Questions Relating to Tax 
Policy.” 


The temporary working group created by order number 
351-rp of the President of the Russian Federation on 4 
July 1994, must organize work related to the timely 
examination of drafts of corresponding legal acts on the 
basis of the goal of improving the Russian Federation’s 
tax system. 


11. The Russian Federation Ministry of Finance must 
foresee the following when preparing the draft federal 
budget for 1995: 


- considerably limiting subsidies from the federal budget 
to branches and industrial enterprises with the goal of 
achieving the unconditional repayment of assets 
received by them in 1993 and 1994, without allowing for 
subsidies from the federal budget to debtor enterprises 
which in accordance with the law of the Russian Feder- 
ation can be recognized as bankrupt; 


- financing priority government investments with an 
increase in the proportion of budget assets made avail- 
able on repayment terms; 


- improving interrelations between the federal budget 
and the budgets of subjects of the Russian Federation on 
the basis of the principle of dividing income among the 
corresponding budgets; 
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- expanding the issuance of government securities to 
cover federal budget deficits without increasing credit 
emissions by the Russian Federation Central Bank, with 
a consideration of the possibility of repayment by means 
of federal budget receipts; 


- determining the volume and structure of foreign bor- 
rowing and avoiding an increase in the country’s foreign 
debt; 


- making a transition from government credit guarantees 
to planned financing schemes. 


12. The Russian Federal Service for Overseeing Insur- 
ance Operations must strengthen controls over the activ- 
ities and financial condition of insurance companies, 
activate work on developing a competitive insurance 
market that meets the growing need for insurance cov- 
erage of enterprises, entrepreneurs and citizens, and 
attract insurance fund assets for investment purposes. 


13. The following must be recommended to the Russian 
Federation Central Bank together with the Russian Fed- 
eration Ministry of Finance and the Russian Federation 
Ministry of Economics: 


- to actively utilize market methods of monetary-credit 
regulation in order to direct monetary assets utilized by 
the banking system into investments, and first and 
foremost into the implementation of federal special- 
purpose and regional socio-economic development pro- 
grams that have been passed; 


- to accelerate the development of proposals on 
improving and developing the banking system; 


- to strengthen work to improve the accounting system 
and to increase payment discipline, paying special atten- 
tion to the introduction of modern accounting forms, 
including the development of promissory note circula- 
tion, as well as to achieve the participation of commer- 
cial banks in improving the fin :ncial condition of insol- 
vent enterprises. 


Federal executive organs, together with executive organs 
of subjects of the Russian Federation, must hasten the 
preparation of proposals and the implementation of 
measures directeu at avoiding a nonpayment crisis. 


14. By 1 October 1994, the Russian Federation Ministry 
of Economics, the Russian Federation Ministry of 
Finance, the Russian Federation State Committee on 
Industrial Policy, the Russian Federation Ministry of 
Foreign Economic Relations, the Russian Federation 
State Statistics Committee, the Russian Federation State 
Committee for Antimonopoly Policy and Support of 
New Economic Structures, together with interested fed- 
eral executive organs, must submit to the Russian Fed- 
eration Government proposals on government policies 
in the area of prices and price formation, taking into 
consideration the need to improve the structure of prices 
and tariffs, to stimulate an increase in the volume of 


goods (services) production, to decrease production 
expenses, and to increase the effectiveness of foreign 
economic activity. 


15. It must be established that the basic tasks in the area 
of privatization and management of state property 
during the second half of 1994 are: 


- increasing the effectiveness of operations of enterprises 
being privatized, including by means of attracting addi- 
tional investment; 


- creating a capital market by means of selling to priva- 
tized enterprises the land that they are located on, and of 
selling real estate that is being transferred from govern- 
ment into private ownership; 


- implementing the decrees of the President of the 
Russian Federation - Number 1003 dated 23 May 1994, 
“On the Reform of State Enterprises,” and Number 
1200 dated 10 June 1994, “On Some Measures to 
Achieve Government Management of the Economy.” 


By 20 August 1994, the Russian Federation State Com- 
mittee for Managing State Property must submit for 
approval by the Government of the Russian Federation 
a resolution on the sale at an investment competition of 
stock of enterprises being privatized, as well as resolu- 
tions on the protection of rights of citizens who have 
invested their vouchers in voucher investment funds. 


16. By 1 September 1994, the Russian Federation State 
Committee for Managing State Property must submit for 
examination by the Government Commission for Assets 
Utilization proposals for a program to support privati- 
zation and structural change in the Russian Federation: 


- on the order and mechanism for utilizing foreign 
technical aid and foreign credit that is issued for the 
purpose of supporting privatized enterprises; 


- ON supporting enterprises in the post-privatization 
period of their operations and on attracting private 
investment, including foreign. 


17. The Russian Federation State Committee for Man- 
aging State Property, the Russian Federation Ministry of 
Finance, and the Russian Federation Central Bank, 
together with the Securities and Exchange Commission 
attached to the President of the Russian Federation, 
must submit a proposal on the development of a securi- 
ties market to the Government of the Russian Federa- 
tion by | September 1994. 


18. Within one month, the Russian Federation State 
Committee for Managing State Property, the Russian 
Federation Ministry of Finance, and the Russian Feder- 
ation State Tax Service must submit to the Government 
of the Russian Federation proposals on the order for 
transferring dividends from state-owned stock. 


19. The Russian Federation State Statistics Committee, 
together with the Russian Federation Ministry of Justice, 
the Russian Federation Ministry of Finance, the Russian 
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Federation Ministry of Economics, the Russian Federa- 
tion Ministry of Foreign Economic Relations, the Rus- 
sian Federation State Customs Committee, and the 
Russian Federaiion Tax Service, must submit to the 
Government of the Russian Federation by | October 
1994 a draft of a federal law on the statistical activities of 
the Russian Federation. 


20. The Russian Federation Ministry of Economics, 
together with government clients, must submit an assign- 
ment for 1994 state defense orders in accordance with 
1994 federal budget appropriations earmarked for these 
purposes, after giving priority attention to the problem 
of supplying military personnel with food and goods. 


The Russian Federation State Committee for Defense 
Branches of Industry, together with interested federal 
executive organs, must submit to the Government of the 
Russian Federation a resolution on the mechanism of 
utilizing freed capacities of defense enterprises to man- 
ufacture civilian goods, paying special attention to the 
production of high-tech forms of technology. 


21. During the implementation of the Russian Federa- 
tion Program of Agricultural Reform for 1994-1995, the 
Russian Federation Ministry of Agriculture and Food, 
together with interested federal executive organs and 
executive organs of subjects of the Russian Federation, 
must pay special attention to the creation of agroindus- 
trial structures that are most adapted to market condi- 
tions and that secure effective production management. 


In 1994 the Russian Federation Ministry of Finance 
must achieve the allocation of assets for uniform quar- 
terly financing of the agroindustrial complex in volumes 
that are established by the federal law, “On the Federal 
Budget for 1994.” 


22. The Russian Federation Ministry for the Social 
Protection of the Population, the Russian Federation 
Ministry of Labor, the Russian Federation Ministry of 
Economics, and the Russian Federation Ministry of 
Finance, together with interested federal executive 
organs, must prepare and submit by | August 1994 draft 
acts of the President of the Russian Federation and the 
Government of the Russian Federation directed at 
improving social services to the population, at strength- 
ening social protection of children, at increasing the 
operations effectiveness of funds for the social support of 
the population and at finding solutions to other impor- 
tant social problems. 


23. The Russian Federation Ministry of Labor, the 
Russian Federation Ministry for the Social Protection of 
the Population, the Russian Federation Ministry of 
Economics, the Russian Federation Ministry of Finance, 
with the participation of interested federal executive 
organs and executive organs of subjects of the Russian 
Federation, in carrying out Decree Number 1474 of the 
President of the Russian Federation dated 7 July 1994, 
“On Preparing a Program for Stabilizing the Standard of 
Living of the Population,” must submit by 23 August 


FBIS-USR-94-090 
18 August 1994 


1994 to the Goverument of the Russian Federation a 
proposal for the draft program foreseen by the aforemen- 
tioned decree. 


24. The Russian Federation Ministry for the Social 
Protection of the Population, the Russian Federation 
Ministry of Health and the Medical !r dustry, the Rus- 
sian Federation Committee for Youth Affairs, and the 
Russian Federation Committee for Physical Culture and 
Tourism, together with interested federal executive 
organs, must correspondingly prepare and submit to the 
Government of the Russian Federation drafts of federal 


special purpose programs: 


By | August 1994 - on the developmeiii and iraprove- 
ment of the All-Russian Emergency Medical Service and 
on providing immediate emergency medical aid; 


By 15 \ugust 1994 - on the problems of being disabled 
and of the disabled; 


By 15 August 1994 - on the problems of youth; 


By | December 1994 - on the problems of safe mother- 
hood; 


By | January 1995 - on the development of spas and 
tourist objects. 


25. The Russian Federation Ministry of Internal Affairs, 
together with the Russian Federation Federal Counter- 
intelligence Service, the Russian Federation Customs 
Committee, the Russian Federation Department of Tax 
Police, and the Russian Federation Ministry of Justice 
must submit to the Government of the Russian Federa- 
tion by | December 1994 reports on the course of 
implementation of Decree Number 1016 of the Presi- 
dent of the Russian Federation dated 24 May 1994, “On 
Urgent Measures to Implement the Federal Program of 
the Russian Federation to Strengthen the Struggle 
Against Crime in 1994-1995.” 


26. Within the period of a week, the Russian Federation 
Ministry of Finance and the Russian Federation Min- 
istry for Nationalities Affairs and Regional Policy must 
transfer to the accounts of corresponding executive 
organs of subjects of the Russian Federation the finan- 
cial assets alloceted for July 1994 to the Federal Fund for 
State Financial Support of Products (Goods) Deliveries 
to the Regions of the Far North and Equivalent Regions. 


27. The Russian Federation Ministry for Nationalities 
Affairs and Regional Policy, the Russian Federation 
Ministry of Finance, and the Russian Federation Min- 
istry of “conomics, together with interested federal exec- 
utive organs and executive organs of subjects of the 
Russian Federation, must submit to the Government of 
the Russian Federation by 15 October 1994 a resolution 
on the order for organizing and ‘financing products 
(goods) deliveries to regions of the Far North and equiv- 
alent regions during 1995 and subsequent years. 


Within a 2-month period the Russian Federation State 
Committee for the Delimitation of Authority Between 
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Federal Executive Organs and Executive Organs of Sub- 
jects of the Russian Federation must develop and submit 
to the Government of the Ru: sian Federation a draft of 
the Basic Resolutions on Government Regional Policy of 
the Russian Federation. 


28. Federal executive organs and executive organs of 
subjects of the Russian Federation must take the neces- 
sary measures for the timely organization of work related 
to the preparation of enterprises of the fuel and energy 
complex and the municipal housing enterprise for stable 
operations during the fall to winter period of 1994/95. 
Fuel reserves must be stockpiled in the storehouses of 
fuel-supply organizations, power stations and municipal 
power objects by | October 1994 in quantities that are 
no less than 1993 levels. 


The Russian Federation Government Commission on 
Questions of Credit Policy must examine the resolution 
of the Russian Federation Fuel and Energy Ministry on 
issuing credit to enterprises of the fuel and energy 
complex in order to enable them to implement measures 
preparing it for work during the fall and winter period, 
with a consideration of the repayment of previously- 
issued credit. 


29. The Russian Federation Ministry for Cooperation 
with Member Countries of the Commonwealth of Inde- 
pendent States, the Russian Federation Ministry of For- 
eign Economic Relations, the Russian Federation Min- 
istry of Finance, and the Russian Federation Ministry of 
Economics, together with interested federal executive 
organs, must secure the preparation of the necessary 
agreements and the realization of the full volume of 
indicated measures to create an Economic Union of 
Nations/CIS Participants and its structures by the end of 
1994, thereby enabling us to increase effectiveness of 
cooperation within the framework of the Common- 
wealth of Independent States. 


30. In order to increase the effectiveness of export- 
import operations and to avoid losses of currency profits 
resulting from the possibility of setting contract prices at 
too low a level, the Russian Federation Ministry of 
Foreign Economic Relations, together with the Russian 
Federation Ministry of Finance, the Russian Federation 
Ministry of Economics, the Russian Federation State 
Customs Committee, and the Federal Service for Cur- 
rency and Export Controls must prepare and submit to 
the Government of the Russian Federation by |! 
November 1994 a proposal on improving the coordina- 
tion of price policy that is .nstituted during the imple- 
mentation of the Russian Federation’s foreign economic 
relations. 


31. By | November 1994 the Russian Federation Min- 
istry of Foreign Relations, the Russian Federation Min- 
istry of Economics, the Russian Federation Ministry of 
Finance, the Russian Federation State Customs Com- 
mittee, and the Russian Federation State Committee for 
Antimonopoly Policy and Support of New Economic 
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Structures must submit to the Government of the Rus- 
sian Federation a resolution on the order for establishing 
anti-dumping and compensation duties on imported 
goods while maintaining a course toward liberalization 
of the customs-commercial regimen. 


32. Within the period of one month, the Russian Feder- 
ation Ministry of Labor, the Russian Federation Min- 
istry of Economics, the Russian Federation Ministry of 
Finance, and the Russian Federation State Committee 
for Higher Education, tcgether with interested federal 
executive organs, the F ussian Government Service 
Academy attached to the President of the Russian Fed- 
eration and the National Economy Academy attached to 
the Government of the Russian Federation must submit 
to the Government of the Russian Federa‘ion a proposal 
on improving the system of training and higher-level 
training of state employees. 


33. The Russian Federation Ministry of Economics must 
be assigned the systematic collection and analysis of 
information on the course of implementation of the 
Operations Plan and the monthly submission of this 
information to the Government of the Russian Federa- 
tion. 


By the 20th of each month, federal executive organs and 
executive organs of subjects of the Russian Federation 
must submit information on the course of implementa- 
tion of the Operations Plan to the Russian Federation 
Ministry of Economics. 


34. It must be recognized that the following are no longer 
in effect: Point 2 of Resolution Number 1152 by the 
Government of the Russian Federation dated 6 
November 1993, “On the Socio-Economic Situation in 
the Russian Federation and on Measures to Implement 
the First Stage of the Program of the Council of Minis- 
ters and Government of the Russian Federation for 
1993-1995, "The Development of Reforms and the Sta- 
bilization of the Russian Economy’” (Collection of acts 
by the President and Government of the Russian Feder- 
ation, 1993, Number 46, Article 4498) and points 2 and 
25 of Resolution Number 192 of the Government of the 
Russian Federation dated 9 March 1994, “On the Con- 
dition of the Russian Economy and Prospects for Its 
Development During 1994” (Collection of acts of the 
President and Government of the Russian Federation, 
1994, Number 11, Article 351). 


Official Examines Organized Crime Problem 


944K2089A Moscow ARGUMENTY I FAKTY 
in Russian No 32, Aug 94 p 6 


[Interview with Major General Vladimir Rushaylo, chief 
of the City of Moscow Regional Organized Crime Direc- 
torate, by ARGUMENTY I FAKTY correspondent 
Dmitriy Makarov; place and date not given; under the 
rubric “Special Services”: ““RUOP Authority on Orga- 
nized Crime’’] 


[Text] 
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[Makarov] When did the Regional Organized Crime 
Directorate [RUOP] come into existence? 


{[Rushaylo}] The prototype of our unit was organized 
within the Moscow main administration in 1986, when a 
unit for suppression of dangerous manifestations of 
recidivist group crime was set up within the Criminal 
Investigations structure. While our directorate today 
employs a staff of 700, at that time the unit had only 25 
staff members. It was then that we decided that unlike 
criminal investigation structures, which work by a 
scheme: from the crime to the individual—our unit 
would work in reverse. 


[Makarov] Vladimir Borisovich, organized crime is 
lately the number one topic. It seems to me, though, that 
not too many people really know what it is. For instance, 
three teenagers get together at night and break into cars. 
Do they fall into the sphere of your activities? 


{[Rushaylo] No, they do not. This is something within the 
competence of district departments of internal affairs 
organs. It is true, however, that there is complete chaos 
when it comes to definitions and terminology. Unfortu- 
nately, our lawmakers still have not come up with a 
definition of either organized crime or an organized 
criminal group. 


This leaves us with the American criminologists’ defini- 
tion; they identify an organized crime group by the 
following attributes. 


First: Two or more persons organized for the purpose of 
committing a crime aimed at material gain. 


Second: The group has a hierarchy and operates 
according to certain norms of behavior, most often strict. 
Certain elements of this structure perform protection 
functions of an intelligence and counterintelligence 
nature so that the structure can survive. 


Third: As a rule, an organized criminal structure has a 
material-technical base, which includes money, vehicles, 
means of communications, and armaments. 


Fourth: The existence of channels for money laundering. 


Fifth: The presence of attributes of corruption, that is, 
inside contacts in the organs of power and administra- 
tion, which either act or do not act in the interests of this 


group. 


Six: Division of spheres of influence between individual 
groups by either the territorial or sectoral principle. 


At its highest stage, organized crime sets political goals 
for itself: the penetration of organs of state authority and 
administration. This is already quite dangerous. 


[Makarov] Unfortunately, today the state authority in 
Russia cannot even force state enterprises, not to men- 
tion commercial structures, to pay debts on time. But 
nature does not tolerate a vacuum. Therefore, debt 
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collection for a commission has become gangster forma- 
tions’ top specialty. The state has almost stopped pro- 
tecting our life and property, but one can strike a deal 
with some territorial gang and they will guarantee your 
protection, although it will cost you plenty. Meanwhile 
the law enforcement organs continue losing their 
authority in the eyes of the population. 


[Rushaylo] I would not be hasty with such conclusions. 
Such an opinion is indeed being implanted in the pub- 
lic’s mind by the mass media on the basis of certain facts. 
That is, a negative attitude towards authority is being 
nurtured in us, instead of nurturing a negative attitude 
toward criminals, including those in militia uniforms. 


[Makarov] So what do you propose—toughen the system 
of penalties? 


{[Rushaylo}] Unquestionably. Look at Singapore. A very 
tough country. You get caught with drugs—it is a capital 
crime; get caught in possession of an illegal weapon—the 
same, even if you have not used it. In some Muslim 
countries the law requires chopping off a criminal’s hand 
for theft. And nobody has been stealing there for a long 
time. Just the threat of punishment makes people disci- 
plined. 


[Makarov] Well, if we “loose” our law enforcement 
organs, we can expect another 1937. Everybody still 
remembers and fears this. Otherwise there would not be 
so many protests against Yeltsin’s edict on strengthening 
the suppression of crime. 


[Rushaylo] Did some members of our law enforcement 
organs not violate the law before this edict? They did. 
And were punished for it. So let us fight against those 
who violate the edict, not the edict itself. 


[Makarov] Everything you say is correct, but I know 
from people in the Russian Federation General Procu- 
racy that members of internal affairs organs are mixed 
up in almost every relatively large case involving theft or 
corruption. In the past, the KGB was in charge of 
ferreting out such instances; who does it now? 


[Rushaylo] Now this function is the responsibility of the 
Main Organized Crime Directorate and its regional 
branches. We identify such people, and if a person is not 
too far into this, we just give him a warning and prevent 
a repeat violation. If we have proof, however, that what 
we are dealing with is an out-and-out scoundrel, who is 
abusing his official position, we bring criminal charges 
against him. The system is cleansing itself, which is the 
way it should be. 


In the first half of 1994 criminal charges were brought 
against 62 members of Moscow internal affairs organs. 
Of them, 28 were initiated by the organized crime 
directorate. All in all, our service uncovered 45 crimes 
involving corruption. 


[Makarov] Why does the RUOP have such a low rate of 
success in uncovering criminal groups? 








This report contains information which is or may be copyrighted in a number of countries. Therefore, copying and/or 
further dissemination of the report is expressly prohibited without obtaining the permission of the copyright owner(s). 











FBIS-USR-94-090 
18 August 1994 


[Rushaylo] I think it is inappropriate to speak in terms of 
crime-solving here. We are not Criminal Investigations. 
We work on a specific type of criminal activity, specific 
people, concrete areas. As to statistics, our unit in 1993 
solved 483 grave crimes and put a stop to the criminal 
activities of 237 criminal groups, and confiscated from 
the criminals 609 units of firearms and 351 units of cold 
steel, 223 grenades, and more than 26 kg of drugs. 


Moscow Mayor on Avoiding National Economic 
Slump 


944E1038A Moscow RABOCHAYA TRIBUNA 
in Russian 13 Jul 94 p 2 


[Article by Yuriy Luzhkov, mayor of Moscow: “This Is 
Our Last Chance... The Government of Moscow Is 
Offering the Government of Russia a Real Chance of 
Getting out of the Economic Slump”’] 


{Text} 


Danger of a Depression and Possible Scenarios of 
Development of the Economy 


Analyzing the economic situation, one can fairly firmly 
assert that in the first quarter of 1994, Russia’s economy 
began very slowly but surely to enter a new phase of 
conditions we have not yet experienced—a depression. 
This entry is accompanied by a large drop in production, 
an investment vacuuin, some decrease in the rate of 
inflation, a drop in consumer demand, and growing 
unemployment. It should be pointed out in advance that 
this process is not yet complete, and given a number of 
conditions, we may end up with another, “final” collapse 
of the economy. 


The only advantage of a depression is achieving some 
more or less balanced state of the economy. As we know, 
in the classic cycle, a depression is usually followed by a 
period of revival. Will we be able to use the chance being 
given us and, based on the stabilization developed, give 
impetus toward growth, or by using another reform idea 
or through complete inaction force Russia to return to 
the era of a subsistence economy? 


In its economic program for 1994, the government 
limited itself to general statements, declaring an 
“increase in the manageability of the national econ- 
omy.” Each is free to understand this in his own way. 
Actually, the impression given is that the government is 
having difficulty assessing the situation and has no clear 
solutions to bring it under control, having begun to 
“surface” from the “depression bottom” that has not yet 
been reached. 


Beginning in 1991, a series of experiments, unprece- 
dented in scale and instruments used, were done on the 
Russian economy. Their main purpose was transition of 
the country to a market economy and freeing the state of 
functions not characteristic of it. The methods that were 
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used to treat our economy were replaced with kaleido- 
scopic speed. These included “shock therapy,” defla- 
tionary manipulations, boundless crediting of enter- 
prises, mutual writing off of debts, and so forth. 


Late 1993 and the first months of this year went by under 
the banner of a rigid anti-inflationary policy, when 
completely nonmarket methods were successfully used, 
for example, delaying government payment of goods and 
services being delivered. As a result, if one is to believe 
official statistics, inflation has slowed down its swift run, 
stopping somewhere at 8-10 percent per month. Pay- 
ment for the achieved result turned out to be high. Thus, 
according to some estimates, industrial production is 
approximately 40 percent of the 1990 level; negative 
changes have taken place in the structure of industry; 
one-third of the population was below the poverty level; 
the massive nonpayments, threatening enterprises with 
bankruptcy with all the ensuing social and economic 
consequences, are boring everyone to death. 


However, the structural changes are causing special 
concern. Only the condition of fuel and energy complex 
sectors is characterized as relatively stable. No one will 
envy the fate of enterprises of the machine-building, 
metalworking, timber, wood-processing, light, and food 
industries. The slump here in 1993 was from 19 to 48 
percent. According to the Center for Economic Condi- 
tions of the Russian Federation Government, in the first 
six months of this year it will be from 30 to 47 percent in 
these sectors compared to the same period in 1993. They 
are also predicting a decrease in product output in 
ferrous metallurgy (25 percent) and chemistry and pet- 
rochemistry (28 percent). 


Thus, it is apparent that the national economy obviously 
has been given a raw materials orientation. Of the other 
sectors, only those sectors or individual enterprises that 
satisfy the population’s most urgent needs and are able to 
compete with imported goods will be able to survive the 
existing crisis. However, in preserving such a status quo, 
in a year or two we will chop down the branch on which 
we are still sitting, since there can be no talk about any 
renovation of fixed assets for viable sectors due to the 
dying out of machine-building enterprises. 


Also important is the fact that there soon will be no 
producers of high-tech products left in Russia and the 
existing scientific and technical potential (above all, at 
enterprises of the military-industrial complex) will be 
lost for good, which is a direct threat to the state's 
national security. Therefore, a way out of the situation 
that has developed must be found immediately. 


The impression is created that the methods being pro- 
posed, therefore, are not very effective and do not take 
into account the main causes of the disease. We consider 
it proper to proceed from the following assessments. 


As is known, the population's standard of living and the 
capabilities of state bodies and institutions to carry out 
the political and social functions entrusted to them and 
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also to render the population a whole spectrum of social 
and municipal services depend primarily on the volume 
of the gross domestic product. If production drops, no 
tax or monetary tricks will help. Society is doomed to 
inflation and a decrease in the standard of living. 
Nothing will help unless methods are found to stimulate 
production and decrease expenditures on the work of 
state bodies, institutions, and agencies. 


Production in our country is not increasing and will not 
increase, because there will be no investments. And there 
will be none because in the tax and legal environment 
that has developed they are simply inconceivable. 
Indeed, not a single type of investment in production can 
yield more than 300 percent annually in rubles, but it is 
very, very simple to earn 300 percent on deposits. What 
is more, banks pay up to 20 percent of the earnings on 
deposits in currency. Not a single country in the world 
does not know this. After figuring out the reason for this 
phenomenon, we will also find a method of solving it. 


It must be said that today there exists considerable 
competition between banks; therefore, the high interest 
rate on deposits reflects the real correlation of supply 
and demand of credit resources. It is obvious that such a 
high interest rate can exist only in a country where there 
are more productive sources of enrichment than produc- 
tion of goods and services. Such sources in Russia now 
are: 


—free or reduced-price use of land, natura! resources, 
and raw material resources; 


—free distribution of former state property. 


It is obvious that in these conditions it is completely 
unprofitable to enlist labor for production of goods and 
services. This is not compensated for even by the low 
cost of labor, since taxation is structured in such a way 
that a businessman is “punished” with a tax of almost 
$700 a month for creating one job paying $80 a month. 


Crisis Strategy 


As was noted above, two paths of development are 
opening up before Russia’s economy. The first and 
desired path is entering a phase of stabilization at an 
extremely low level of production; the second is 
repeating the results of 1992, which will lead to the 
complete collapse of the national economy already in the 
fall-winter of this year. But stabilization and (or) a 
depressionary balance will not be created by themselves, 
and therefore a specific program for achieving them is 
needed. 


In the strategic context, the method of ‘‘quick and small 
steps” can be taken as the basis. This method has given 
a good account of itself. The advantage of it is that it 
makes it possible, efficiently and virtually painlessly, to 
adjust the situation taking shape in the economy. One 
also should not forget about the self-regulating function 
of the market, if contradictory decisions shake it and if 
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we are able to create a tax and legal environment in 
which market regulators will correctly orient producers. 


In the tactical context, i.e., over the next four to five 
months, not so many methods will be left at the govern- 
ment’s disposal. 


The first and most effective step could become the 
creation of price-forming and monetary-credit mecha- 
nisms which would make it possible, on the one hand, to 
hold the achieved level of inflation and, on the other, this 
summer would give the agrarian sector the opportunity 
to function normally. 


Today the majority of economists are unified in the 
opinion that the main component of inflation is the 
so-called cost inflation in key branches of industry. 
Therefore, it is necessary, above all, to put enterprises of 
the fuel and energy complex in conditions in which price 
increases will result in a decrease in profitability for 
them. In addition, it must be ensured that the excess 
profits from increasing prices to the world level do not 
take up residence in marketing organizations, but are 
consolidated in the budget. In essence, this is a matter of 
changing the price formation mechanism in the sphere of 
natural resource usage. This can be achieved by various 
methods, which we will examine below. 


The new price policy, strict with respect to profitability 
of mining sectors, must be combined with measures 
ensuring solvency of efficiently (at least actively) func- 
tioning enterprises of the agrarian sector and also with 
maintaining the existing level of production at enter- 
prises of the non-mining sector by reinvesting the excess 
profits consolidated in the budget from natural resource 
use or in the extreme case by emission. It is very 
important that this credit emission not noticeably exceed 
the tax payment indebtedness of the raw materials 
complex. The tax payment indebtedness of mining enter- 
prises may be unlimited, since it is secured by mined raw 
materials in the possession of these enterprises. 


Credits must be granted primarily not to the producer, 
but to the consumers of products, with mandatory mon- 
itoring of specific-purpose use of resources. These funds 
may be spent either on payment or prepayment of 
corresponding products. 


The proposed mechanisms actually cover the first 
channel of nonproduction enrichment and should ensure 
at least medium-term investments, without which eco- 
nomic recovery in general is unthinkable. These mea- 
sures must be combined with creating a package of 
documents guaranteeing at the state leve! stability of 
functioning of capital (state, private, and foreign). 


For example, time periods should be legislatively estab- 
lished for customs duty rates, taxes, fees, and so forth, 
and also the time period from their change to the 
effective date. This will make it possible for businessmen 
to build their own policy in conditions of relative calm 
and in cases of groundless restriction of interests have 
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time to lobby in bodies of power. Speaking of stimulating 
investment activities, it is necessary to be concerned 
about the introduction of benefits for the nonstate 
sector, up to and including granting tax holidays. 


The monetary sphere: It is impossible not to talk about 
budget and tax policy. Today, all sorts of tax revenues 
comprise the lion’s share of the income portion of the 
budget. It would not be an exaggeration to say that 
enterprises and firms are simply stifled by them. A 
reasonable question arises: What portion of income do 
enterprises actually pay and what portion do they hide or 
simply not pay? In all civilized countries they have 
understood for a long time now that there exists a certain 
limit up to which a businessman will prefer to pay taxes 
voluntarily, but after which he will more likely resort to 
all sorts of tricks or not pay a single kopek to the tax man. 
The example of countries such as Hong Kong, Taiwan, 
Singapore, and the like shows that an economic upswing 
is unthinkable without substantial tax leniency. Thus, 
during the period of the most active development, Hong 
Kong businessmen paid only 16 percent of the profit 
earned. It does not seem possible to list all the absurdi- 
ties and stupidities of today’s tax system only because of 
their extremely large number, but the arbitrariness in 
this area must be stopped in the most immediate future. 


Strategy in the area of fiscal construction of the state 
consists of a reasonable balance existing between funds 
centralized in the hands of the state and the volume of 
social and municipal services rendered by the state. 
Centralization can be considered advisable only if the 
corresponding service cannot be rendered more effi- 
ciently by the private sector. Here, of course, we assume 
that a tax and legal environment has been created for the 
private sector which stimulates production of goods and 
services. Without this, privatization of services being 
rendered by the state is impossible. 


It is obvious that in the event taxation changes, it will 
also be necessary to change the approaches for formation 
of the budget, including for 1994. 


Thus, it is namely financial stabilization (holding back 
and decreasing the rate of inflation, stopping inflation of 
costs, maintaining favorable interest rates) combined 
with a flexible credit emission that can become the basis 
that is needed to change the economic situation for the 
better. 


What Is Hampering Development of a Strategic Line of 
Reforms? 


The reasons for our general concern are associated 
primarily with the low economic effectiveness and gen- 
eral weakening of the state system. Low economic effec- 
tiveness makes it unprofitable to transfer to the state 
many functions which it is advantageous to centralize. 
The reason lies not at all in the shortcomings of feder- 
alism as such. It is simply that at this moment the 
country lacks a clear, logical, fair, and effective system of 
distributing responsibility and obligations over various 
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levels of power and, accordingly, rules for adequate 
payment of functions entrusted to one or another level in 
accordance with this distribution. 


One can cite as a second reason for the concern the 
unfavorable characteristics of the tax and legal environ- 
ment in which the emerging economic freedom has been 
immersed. This environment does not stimulate produc- 
tion of goods and services for a possibly large number of 
consumers, but forces all initiative and enterprise of 
citizens toward usurpation of property, land, and natural 
resources for direct or indirect resale of them to foreign 
capital. 


Finally, there is almost a fatal lack of understanding and 
ignorance of the fact that society’s prosperity depends 
not only on the existence of freedom in spheres of the 
economy, enterprise, or in mutual relations of various 
levels of power but also on reasonably established limits 
of this freedom. 


Concrete Measures 


It is completely clear what needs to be done in this 
situation. But everyone is distracted by the struggle, 
unprecedented in scale, for the gigantic wealth, which is 
the so-called “property of the whole people” inherited 
from “developed socialism.” This is the main root of all 
our problems. 


The best (after inter-nation conflicts) method of compli- 
cating matters and increasing tension in society is to 
create an illusion of the need to immediately divide up 
the overall pie. It is forgotten that privatization of 
property is only part of the problem of transition to a 
self-acting economy and that this is no more than a 
means of increasing the effectiveness of using accumu- 
lated labor in the interests of the majority of the popu- 
lation. Privatization is not manna from heaven or a 
sacrifice. If we want privatization to promote prosperity, 
it must become a mutually beneficial transaction of the 
people’s state with the future private owner accom- 
plished in a tax and legal environment that stimulates 
effective use of property. The new property owner must 
pay taxes on the property and dividends to the co- 
owners, and the amount of these payments and income 
from investments of the proceeds from the sale of a share 
of the former public property must not be less than it was 
under “developed socialism.”’ Otherwise why would it be 
necessary to make the reforms? The fact that part of this 
income will go to the treasury and part will be paid to the 
population (the former owners) directly or through the 
sale of vouchers does not cancel the need to observe this 
quantitative correlation. 


Everything will become utterly simple if an individual- 
ization (personification) of property relations occurs 
before privatization. Actually, if one understands that if 
all our society were a single investment fund consisting 
of equal owners, each of whom has a natural right to a 
part of the fund determined by the fact of birth in this 
country and, perhaps, a labor investment, the problem 
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would not encounter either theoretical or practical diffi- 
culties in its resolution. It is impossible to oppose such a 
principle openly. But if, by essentially not contesting the 
principle, one prolongs the agony of the old system by 
creating tension and a mess, during this time one can 
drag quite a bit into one’s own grain bins. Hence, it is 
understandable why the desire to muddle up this simple 
principle arises. 


It is erroneous to believe that privatization of property in 
and of itself will contribute to an increase in production. 
To stimulate economic development, it is not enough to 
privatize property or exclude the state from the produc- 
tion sphere. It is necessary to create a tax and legal 
environment that guarantees economic growth and 
observance of the principle: ‘““What is beneficial to the 
enterprise (entrepreneur) is beneficial to the region.” 
Now this is far from the case. 


The current tax environment, as we have already 
explained, makes the production of whatever or econom- 
ical energy consumption pointless and in turn stimulates 
efforts to seize former state property or land. 


If it were possible to significantly decrease taxation of 
enterprise profits, identically increasing taxation of land, 
property, and energy consumption, this automatically 
would lead to the rapid development of production 
based on intensive resource-conservation technologies. 
The dream about property finding an efficient owner 
would have come true without the interference of admin- 
istrative bodies through the automatic influence of the 
tax environment on the interests of people. Without this 
change in the tax and legal environment, privatization of 
state property will lead to inevitable conflicts between 
the new owners and the population and to a reduction of 
the real tax base. It will be difficult to ensure adequate 
financing of the fulfillment of services of the authorities 
and safeguarding of social guarantees. 


99? 


We have a complete concept of truly ‘‘people’s” privati- 
zation. If we talk in simplified terms, we believe that to 
ensure an unstressed transition to economic freedom, it 
is all the more important to privatize as quickly and as 
completely as possible all the newly created value in the 
form of wages, minimizing any interference by the state 
in establishing prices, assortment, and volume of pro- 
duction. It is also important to refrain from the tempta- 
tion of forced establishment of production ties. State 
interference is permissible only through regulations, 
taxes, manipulation of commodity stocks, and direct 
payments for some or other services. Noneconomic 
coercion to free producers should have to do only with 
the spheres of payment of taxes and observance of laws 
and contracts. It is obvious that implementing all the 
listed conditions will require a legal analysis on the 
Russian level. 


Privatization of the property complex should be accom- 
plished only after private enterprise begins functioning, 
within the framework of a mutually beneficial commer- 
cial transaction between the old and new owners of the 
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property. Social and urban development servitudes of 
using privatized land and real estate. No one should be 
given an advantage or suffer a loss as a result of the 
redistribution of property, but only through its better 
use. 


We will not be able to put in order the process of 
redistribution of land and any other “public” property 
by administrative methods. The only thing that can be 
done is to establish the tax system that we talked about 
above. As soon as ownership of property begins to give 
rise not only to capability but also serious responsibility 
that can be objectively measured by means of a tax, the 
situation will acquire a controllable and purposeful 
nature. Here, the authorities will not have the tempta- 
tion to allow disorder in land or property management. 
It then is deprived of a tax base. It will be immaterial to 
the population who the owner is. The tax system will 
force any owner essentially to work for society. 


It must be emphasized that the measures being proposed 
are systemic in nature; therefore, they must be evaluated 
and especially implemented as a system. Measures are 
envisioned in the economic and sociopolitical spheres. 


In the economic sphere, we see that task as creating a tax 
and legal environment that stimulates the development 
of production of goods and services on the basis of 
intensive, resource-conservation, and high-tech technol- 
ogies. 


For radical improvement of the financial system and 
ensuring real convertibility of the ruble, it is necessary to 
bring domestic prices, wages, and social payments in line 
with world prices, the market ruble exchange rate, pro- 
duction volume, and labor productivity. We should put 
the work of banks in order and decrease credit emission. 


To This End, It Is Advisable To: 


—maintain domestic prices for raw material resources at 
the level of world prices through direct taxation of the 
mining of minerals and natural resources; 


—preclude the extraction of speculative pro it through 
exports and create conditions for healthy competition 
of domestic and foreign suppliers of raw materials; 


—ensure accumulation of excess profits from taxation of 
the mining of minerals and natural resources in the 
budget system and not in marketing organizations; 


—free up prices for all goods and services, including for 
raw materials and energy bearing materials, creating 
conditions for healthy competition with foreign sup- 
pliers with reasonable protectionist measures in the 
transition period; 


—bring the minimum wage to a level corresponding to 
the correlations of labor productivity in Russia and 
developed countries with subsequent growth as pro- 
duction increases and the volume of gross domestic 
product being centralized is reduced; 
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—call for rigid administrative regulation of the liquidity 
standard and administrative-economic regulation of 
bank credit interest. 


Other measures may include: putting an end to the 
penetration of state-noncash money from the near 
abroad into the Russian Federation through Moscow; 
introduction of the trust form of transferring working 
capital to producers; organizing preferential granting of 
credit and replacing preferential credits with lines of 
credit for specific programs; introduction of direct 
municipal investments for a municipal share of stock. 


We are calling for an increase in the quality and eco- 
nomic efficiency of functioning of city administration 
and the city economy. Key aspects are increasing the 
responsibility and role of local self-governing communi- 
ties and establishing economically sound, precisely for- 
malized, logical, and fair rules for mutual budget settle- 
ments of authorities of various levels, and rules for the 
distribution of funds and assets among them. 


We assume an adjustment of the city’s budget system 
and establishment of the functional-cost principle of 
determining the degree of utilization of the tax potential 
of city territories. 


AS a Variant, one can propose granting enterprises of the 
military-industrial complex the opportunity to sell their 
products directly to those countries against which the 
UN has not instituted any sanctions, simultaneously 
exempting these enterprises from payment of all taxes, 
export duties, and so forth, on the condition they rein- 
vest the profit received in existing production and also in 
conversion programs. 


Based on the functional-cost approach, it is possible to 
normalize the economic relations of Moscow and the 
Russian Federation, adjust the budget system of the 
Russian Federation relating to cooperation with the 
Moscow Region, and switch to commercial relations for 
the use of the capital’s resources by federal bodies. Only 
on this basis will we finally be able to replace tenders 
between Russia and Moscow with budget settlements. 


We will not rally behind Russia and will not ensure a 
high effectiveness of staying in the Federation unless we 
ensure decentralization of social expenditures and intro- 
duce cost-cutting mechanisms in the social sector (hous- 
ing, municipal services, education, medicine). Key 
aspects here are: the differentiated transfer of social 
subsidies directly into the hands of the population, 
including (and above all) by decreasing taxes and intro- 
ducing cost-cutting antimonopoly mechanisms of pay- 
ment for these services. 


In order to make these measures have a real benefit, it is 
envisioned to increase the responsibility of law enforce- 
ment bodies for the end result and for the effectiveness 
of their use of allocated resources. This can be achieved 
by introducing objective, primarily economic, quantita- 
tive assessments of effectiveness. There are serious 
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reserves in new forms of protecting civil rights and 
property interests. | have in mind expanding the mix of 
law enforcement bodies, introducing duplication and 
competition, introducing contract and insurance forms 
of functioning, using technical equipment and computer 
equipment for security of office spaces, property, 
housing, motor transport, individuals, and so forth. 


By just relying on the complex of law enforcement 
bodies, we will be able to ensure a strengthening of 
economic law and order, increase reliability, and expand 
the sphere of validity of contract relations. Without a 
reliable economic contract, observance of which is guar- 
anteed by the entire might of state power, it is difficult to 
count on prosperity. 


| Shows Growing Disparity Between Rich, 
oor 


944F1038A Moscow NEZAVISIMAYA GAZETA 
in Russian 15 Jul 94 pp 1,3 


[Article by Lyudmila Migranova, Vyacheslav Bobkov, 
and Vladimir Litvinov, of the Russian Federation Min- 
istry of Labor All-Russian Standard of Living Center 
under rubric “Standard of Living”: “The Rich Get 
Richer and the Poor Get Poorer: Moscow Is a Preserve 
for the Rich, and the North Caucasus Is a Reservation 
for the Poor’’} 


[Text] For Russia as a whole, on the average per month 
in the second quarter of 1994, the monetary income per 
capita of population was almost 184,300 rubles. That 
amount was computed on the basis of data from bud- 
getary and balance-sheet statistics with additional expert 
evaluation of the payment of labor at nonstate enter- 
prises. The rise in the monetary income with respect to 
the average value in the first quarter was 52.1 percent. 


Regional Differences 


The largest amounts of per capita income in the second 
quarter (apart from Moscow, the absolute leader with an 
indicator of R350,600 a month) were recorded, as they 
had been previously, in the Far East and Northern 
economic regions. The only thing is that they changed 
places. The region that took first place with respect to 
income was the Northern Economic Region— 
R281,5400 a month on the average per inhabitant; and 
the region that shifted into second place was the Far East 
Region, with R267,900. The smallest income, as was the 
situation previously, was in North Caucasus—R | 22,400, 
and it was preceded by the Volga Region—R1 35,400. 
The interregional differences in the monetary income of 
the economic regions in the second quarter, as compared 
with the fist quarter, increased insignificantly—from a 
factor cf 2.2 to a factor of 2.3. 


Social Stratification 


More substantial changes occurred in the differentiation 
of the population of the Russian Federation and its 
regions with regard to the level of per-capita monetary 
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income. The coefficient of differentiation of monetary 
income, which is computed as the ratio of the maximum 
income of the 10 percent of the population with the 
smallest income to the minimum income of the 10 
percent of the population with the largest income, 
increased from 9.11 in the first quarter to 13.06 in the 
second quarter. We might note that the importance of 
this coefficient in the first quarter, as compared with the 
fourth quarter of 1993, increased not so significantly 
(9.05 and 9.11). As a result of this fact, there was noted 
a tangible increase in the concentration of monetary 
income in the upper segments of the population. 
Whereas at the end of last year the 10 percent of the 
population with the largest income had 30 percent of the 
total fund of monetary income, on the basis of the results 
of the second quarter the analogous indicators can be 
one percent and 34.2 percent respectively. As one can 
see, the concentration of income in the population 
segment that is very well provided for is growing, and 
this is leading to a rapid increase of its purchasing power. 
An especially high and constantly growing differentia- 
tion of income is observed in the East Siberian Region 
(18.9), West Siberian Region (14.5), and the Far East 
Region (13.8). 


The Subsistence Minimum Is Rising 


In the second quarter of 1994 there continued to be an 
increase in the cost of the blessings necessary to guar- 
antee the subsistence minimum. For Russia as a whole, 
the monetary evaluation of the subsistence minimum 
was R84,100, and increased by a factor of 1.6 as com- 
pared with the first quarter. One can observe an accel- 
eration of the rise in the subsistence minimum (in the 
first quarter the subsistence minimum increased as com- 
pared with the fourth quarter of 1993 by a factor of 1.3). 


During the second quarter, on average, the largest subsis- 
tence minimum was recorded, as had occurred previously, 
in the Far East Economic Region—R1 33,500. Judged on 
the basis of the subsistence minimum level, the Far East, as 
previously, substantially outstripped the regions that fol- 
lowed it: East Siberia (R96,100) and ihe North (R92,400). 
The lowest subsistence minimum in the second quarter 
was recorded in the Central Chernozem Region—R 59,200 
rubles. We might recall that in the first quarter the “cheap- 
est” region was the Volga Region. 


The grouping of the economic regions depending upon 
the monetary evaluation of the subsistence minimum 
also underwent changes. Whereas in the first quarter the 
differentiation of the regions on the basis of the size of 
the subsistence minimum was by a factor of 2.4, in the 
second quarter the differentiation dropped somewhat— 
to a factor of 2.3. The largest figure for the subsistence 
minimum in June is expected in Magadan Oblast 
(R267,900), Sakhalin Oblast (R183,400), and Republic 
of Sakha (Yakutia) (R158,200), and the smallest in 
Ulyanovsk Oblast (R49,300), Belgorod Oblast 
(R61,900), and Voronezh Oblast (R62,600) and in the 
Republic of Tatarstan (R58,400). 
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If one arbitrarily divides all the subjects of the Federa- 
tion into three groups with low, average, and high 
subsistence minimum, then, as of June, they are distrib- 
uted respectively as 69, 6, and one. An analogous 
grouping with regard to average per capita monetary 
income appears as follows: 68, 7, and one. 


Real Income Is Not Increasing 


The size of the population’s real income, as expressed in 
the number of sets of subsistence minimum making up 
the average per capita income in the second quarter, as it 
had in the first quarter, was 2.25 sets. In the second 
quarter, the highest values of real income were recorded 
in the Northern, West Siberian, and Central economic 
regions—respectively, 3.04, 2.83, and 2.7 sets (in the 
Central Region, Moscow's contribution is 3.65 sets). As 
compared with the first quarter, the Northern and West 
Siberian regions changed places. The smallest figures for 
real income were noted in the North Caucasus, Volga, 
and Far East regions—respectively, 1.81, 1.99, and 2.01 
sets. The situation with real income improved in most 
regions, although certain worsenings are noted in the 
Northwest and Central regions. Real income fell appre- 
ciably (from 2.51 to 1.99) in the Volga Region. 


The Rich Are Getting Richer 


However, it would be erroneous, simply on the basis of the 
dynamics of this icator, to make conclusions about 
unstable but positive processes in the capabilities of the 
population’s current consumption. A study carried out by 
the All-Russian Standard of Living Center indicates that 
the purchasing power, on the average, has been growing 
recently at the expense of its rapid rise among the popula- 
tion segments that are well provided for and, especially, 
the very well provided for, with expansion of the scope of 
the decrease (yes, decrease!) in the purchasing power of the 
Russians who are poorly provided for. 


We have already citcd information concerning the 
increase in the concentration of income among the 
population that is very well provided for (10 percent of 
the high-income population). However, this only par- 
tially characterizes the growth of the purchasing power of 
the population that is provided for. Under present-day 
conditions it is possible to consider that the entire 
population with monetary income higher than the min- 
imum consumer budget is relatively provided for. This 
corresponds to approximately twice the size of the sub- 
sistence minimum. 


The minimum consumer budget is computed on the 
complete satisfying of a person’s reasonable needs, 
unlike the subsistence minimum, which provides only 
the living conditions that are elementary at the particular 
stage in the development of socicty, and which maintains 
people’s work capability and health. 


The “Middle Class” Is Eroding, and Poverty Is 
Advancing 


In order to characterize the comparative change in the 
poor and provided-for population, the All-Russian 
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Standard of Living Center uses such an indicator as the 
coefficient of the directedness of the stratification of the 
population (the ratio of percentages of the population to 
monetary income less than the subsistence minimum 
and more than twice the size of the subsistence mini- 
mum). Research has indicated that this indicator means 
the equal directedness of the coefficient of stratification 
in the major economic regions. As a result, for Russia as 
a whole it changes in an unstable manner: 1.15 in the 
fourth quarter of 1993, 0.81 in the first quarter of 1994, 
and 1.13 in the second quarter of 1994. The share of the 
income of the poor population in the overall monetary 
income fund was 6.4 percent in the fourth quarter of 
1993, and 9.3 percent in the second quarter of 1994. On 
the other hand, the share of the income of the provided- 
for population was, respectively, 57.3 percent and 67.6 
percent. As one can see, there has been an increase in the 
concentration of income at the extreme poles at the 
expense of the “erosion” of the so-called “middle class” 
(with income from the subsistence minimum to two 
subsistence minimum). Against the background of the 
increase in the purchasing power of the provided-for 
(25-35 percent) population, it remains extremely low 
among an increasingly large number of Russians. 
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Whereas in the fourth quarter of last year 29.4 percent of 
the population of Russia had monetary income lower 
than the subsistence minimum, in the first quarter of this 
year their share was 30.7 percent, and in the second 
quarter, 38.5 percent. Thus, the All-Russian Standard of 
Living Center notes not a decrease, but an increase in the 
scope of poverty both for Russia as a whole, and in all the 
major economic regions. 


All this makes it possible to assert that behind the increase 
in the average purchasing power of the population there 
still stands an increase in poverty, as well as a concentra- 
tion of monetary income among the provided-for popula- 
tion, and especially a small number of Russians. 


At the present time a task that has become of first 
priority is the development, in conformity with an edict 
of the president of Russia, of a draft for a program to 
stabilize the standard of living of the Russian Federa- 
tion’s population. We feel that, when that program is 
developed, valuable information could be provided by 
the regional monitoring of the standard of living for the 
various social groups of the population (see table). 





Information Concerning the Average Per Capita Monetary Income, the Subsistence Minimum, the Population’s Real 
Income by Regions and for Russia as a Whole (Prepared by the All-Russian Standard of Living Center specially for 





















































NEZAVISIMAYA GAZETA) 
Average Per Capita Monetary Income Subsistence Minimum (thousands of Population’s Real Income (thousands 
(thousands of rubles) rubles) of rubles) 

Economic Regions ist Quarter 1994 | 2d Quarter 1994 | Ist Quarter 1994 | 2d Quarter 1994 Ist Quarter 1994 | 2d Quarter 1994 
Northern 182.0 281.5 67.1 92.4 2.71 3.04 
Northwestern 119.6 168.0 54.5 78.6 2.19 2.14 
Central 143.1 213.8 51.6 79.3 2.77 2.70 
Volga-Vyatsk 97.7 148.0 48.1 68.7 2.03 2.15 
Central Chernozem 96.8 145.9 41.1 59.2 2.36 2.46 
Volga 96.5 135.4 38.5 68.0 2.51 1.99 
North Caucasus 82.3 122.4 44.9 67.5 1.83 1.81 
Urals 108.3 164.3 54.0 81.9 2.01 2.01 
West Siberian 151.3 230.5 54.3 81.5 2.79 2.83 
East Siberian 123.1 196.3 66.1 96.1 1.86 2.04 
Far East 175.8 267.9 91.1 133.5 1.93 2.01 
Moscow 216.1 350.6 58.4 96.0 3.70 3.65 
St. Petersburg 129.6 179.8 56.5 82.2 2.29 2.19 
Russia 121.2 184.3 53.9 84.1 2.25 2.25 























Energy, Transport Monopolies’ Negative Effect on 
Other Sectors Scored 


944F0948A Moscow ROSSIYSKAYA GAZETA 
in Russian 9 Jul 94 pp 1-2 


[Article by Vladimir Kucherenko: “Will We Restrain the 
Monopolies?: How To Slip Out of the Transport-Energy 
Crisis Loop” 

[Text] The prices for everything around us—from missiles 
to bread, light and heat in homes—depend on the prices for 


fuel, energy and transport. Now, 2 years after liberalization, 
their magnitude has begun to threaten the life of our 
economy. The energy and transport monopolies have jacked 
them up so much that the entire meeting of the Presidium of 
the RF [Russian Federation] Government on 7 July was 
turned into desperate searches for a way out of the situation 
which has arisen. 


Two Bombs 


The constant increase in prices for fuel, energy and 
freight shipping, sudden at times, is making it impossible 
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to make any long-term plans at any industrial enterprise, 
whether state or privatized. The wave of rising prices is 
frustrating all production estimates and business plans, 
destroying the long-term extension of credit and deval- 
uing investments. Each “surge”’ in the fuel and transport 
rates is also derailing the country’s social programs. 


On the other hand, the anarchy in price formation has 
led to the fact that, while the price of oil, for example, is 
40 percent of the world price, the product of its refining, 
gasoline, already costs 180 percent. The rise in prices in 
the fuel and energy complex (TEK) and in transport has 
led to the fact that the prices for the products of our 
machine building and light industry have “soared” 
beyond world prices and no one is buying them. Hence, 
we have a production slump and unemployment. 


Even now, in order to avoid shutting down, industry is 
not paying the TEK and the railroad workers. The 
indebtedness just to the first has reached 7 trillion rubles 
[R] and it has turned out that 45 percent of the TEK’s 
enterprises are on the brink of bankruptcy. (Under the 
cover of this situation, even those who have money are 
not paying the TEK.) Because of the nonpayments, taxes 
are not going into the budget and social programs are 
being hampered. 


Have the Monopolies Gotten Out of Control? 


According to the chairman of the State Committee for 
Anti-Monopoly Policy, L. Bochin, the prices for energy 
and the railroad, which carries 70 percent of all freight, 
are rising faster than those in the rest of industry. 


Thus, whereas the industrial wholesale prices in January 
of 1993 increased by a factor of 11 in comparison with 
the beginning of 1992, the railroad workers inflated them 
by a factor of 19 and the energy workers did so by a 
factor of 14, while heat increased in price by a factor of 
20. Even last year (while industrial prices increased by a 
factor of 8), electricity increased by a factor of 14 and 
heat did so by a factor of 15. These trends also continued 
in the first half of 1994: the rate of increase in the prices 
for energy, by a factor of 1.2, and for transport, by a 
factor of 1.4, exceeded the average indices. 


Many people have complained about these occurrences. 
Agriculture Minister V. Khlystun complained about the 
fact that it is unprofitable to ship Astrakhan tomatoes to 
Moscow—because of this, they have increased in price 
threefold. The representative of Rosugol [Russian coal] 
asserted that Kuzbas [Kuznetsk Basin] products cannot 
be sold even outside the country now, while Prime 
Minister V. Chernomyrdin was worried about the 
destruction of high-tech industry and the defense 
industry. More than 5,000 plants and factories already 
stand idle and this means there are several million 
potential unemployed people. 


V. Chernomyrdin called to the rostrum the head of 
Mintopenergo [Ministry of Fuel and Energy], Yu. Shaf- 
ranik, and demanded an answer: why are prices 
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increasing? Because they are being increased by the 
machine builders and the transport workers, he 
responded. The heads of the railroads cite the increase in 
prices by Shafranik and the machine builders, the tie 
suppliers and the metal workers. The latter, in turn, 
named as the cause the rising prices in the TEK and in 
transport. 


The result is a vicious circle of universal price increases. 
However, the increase in the prices for energy and 
transport would not be so swift in L. Bochin’s opinion, if 
it were not for the monopolies’ absolute sway. 


If you think the Snickers bar in this shop is too expen- 
sive, then look for another where it is cheaper. But if you 
purchase goods and services from the electric power 
plants, the pipelines, the petroleum centers and the 
railroads, then you do not need to choose. For these are 
natural monopolies, against which it is impossible to 
establish competitors and it is also foolish—this would 
require tens of trillions of rubles. And, inasmuch as you 
are completely dependent on them, ‘hey can raise the 
prices as much as they want—the customer industry 
cannot escape from them. And it does not matter what 
kind of monopolies these are—private or state. 


“Electric” Piracy 


According to the data of L. Bochin’s GKAP [State 
Committee for Anti-Monopoly Policy], the monopolies 
are throwing everything into the wholesale factory 
prices—their workers’ inflated wages, housing construc- 

‘on and fines for ecologically harmful discharges. For 
example, AO Lenenergo [Joint-Stock Company Lenin- 
grad power], for hooking up to the network two apart- 
ment houses constructed by one plant, required from it 
that the apartments be “undone” and a heating duct be 
installed. 


999 


According to the “‘anti-monopolists”” information, allo- 
cations to the investment funds—for the sector’s reno- 
vation and modernization—come to as much as a third 
of the energy monopolies’ prices. Hence, we get inflation 
and nonpayments, inasmuch as the prices are becoming 
too much for the customers. However, the money from 
these funds are frequently being used for purposes com- 
pletely different from the intended ones: some went for 
nine cottages in Sestroretsk, some for pay raises and 
some for purchasing shares of commercial banks. The 
railroad workers are acting similarly, compelling pay- 
ment for nonexistent freight protection. 


At the same time, neither the Ministry of Fuel and 
Energy, the MPS [Ministry of Railways] nor the other 
sectorial ministries are suppressing the “piracy” and 
they are even protecting it. Neither the Minekonomiki 
[Ministry of Economics] nor the Minfin [Ministry of 
Finance] take note of it during the approval of rates. 


The regions’ administrations, which have become inde- 
pendent, are contributing their mite to the chaos. More 
than 50 federation entities are experiencing a most acute 
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shortage of electricity and only 22 are producing it in 
excess. And how do they sell it? In energy-rich Irkutsk 
Oblast, a kilowatt-hour costs 18 rubles, but they “herd” 
it to the neighbors for 115 rubles! The manager of the 
Balakovo AES [Nuclear Power Plant] complains: they 
are forced to sell power only to RAO [Russian Joint- 
Stock Company] Unified Power Grids, which resells it 
for four times the cost to an enterprise literally across the 
street from the plant! The regional privatized power 
grids also act like market racketeers. The Balakovo 
workers tried to sell inexpensive power to Rostov 
Oblast—and the attempt was blocked by Rostovenergo 
[Rostov power], which asked exclusively high prices— 
100 “re’”’ per kilowatt-hour. “There are too many com- 
mercial middlemen between the selling power plants and 
the buying plants,” the power plant worker continued. 


It Is so Difficult To Restrain Them! 


How can the natural energy monopolies be tamed? The 
Balakovo workers suggest that RAO YeES [Unified 
Power Grids] be broken up, leaving the the country’s 
transmission lines and central distribution center in the 
state’s hands (and under its rigid price control). Deputy 
Prime Minister O. Soskovets expressed a similar idea 
during the discussion of this problem in the Commission 
for Operational Matters 6 months ago. Then he turned to 
RF Goskomimushchestvo [State Committee for State 
Property Management] with a request that it work on 
this. But that is as far as it has gotten, while RAO YeES 
has, during this time, sold its shares for the citizens’ 
vouchers so that you cannot break it up now without 
infringing the rights of a lot of small owners. 


Roskommetallurgiya [RF Committee on Metallurgy] is 
proposing another way out: establish an interdepart- 
mental commission, eliminate the investment funds 
which push up the energy prices and move them into the 
budget, filling it with a property tax. But a great deal of 
time will pass prior to the actual realization of this idea. 


Many people, and Prime Minister V. Chernomyrdin is 
among them, insist it is necessary to restrain the increase 
in wages in the fuel and energy sector. This is so that the 
gas-disiribution stations’ operators do not receive five 
times the wages of the machine-tool operators at the 
neighboring plant. Deputy Prime Minister Yu. Yarov 
called for regulating the consumption funds without 
worrying about being accused of an anti-market attitude. 
But the head of the Ministry of Fuel and Energy, Yu. 
Shafranik, cooled their ardor, saying that the ministries 
do not have practical levers for influencing wages and he 
can no longer give orders. 


Attempts have been made since May to combat the 
energy monopolies’ dominance by establishing an elec- 
tricity wholesale market and a Federal Energy Commis- 
sion. So that enterprises throughout Russia might find a 
power seller who is the most advantageous for *’ em at 
any moment, the decision was made to move into this 
public market system 51 power plants. According to 
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Shafranik, this will make it possible to reduce the vari- 
ance in electricity prices from a factor of 10 to an 
acceptable level of a factor of 2.4. 


But the Ministry of Fuel and Energy complains here: the 
heads of the executive authorities of the “electricity- 
rich” regions, in violation of Yeltsin’s edict, are ham- 
pering the establishment of this market; they do not want 
to supply power to the neighbors (of the 51 power plants 
stipulated by the edict, only 24 have successfully been 
acquired). The Irkutsk and Krasnoyarsk oblasts have 
even taken the Ministry of Fuel and Power to the 
Constitutional Court and it decided that the establish- 
ment of a wholesale power market “‘is in conformity with 
legislation, but not with the constitution. "We will have 
to look into this,“ says Shafranik, shrugging his shoul- 
ders. 


Finally, the head of the State Committee for Anti- 
Monopoly Policy, L. Bochin, submitted a draft of a Law 
on Natural Monopolies, which lists as such the pipelines, 
the power plants and the railroad main lines. In order to 
regulate their activities, it is necessary to establish spe- 
cial federal sectorial commissions with local organs. 
However, the law still needs work and its adoption is a 
slow process. But even here, tie State Committee for 
State Property Management is still objecting to the 
inclusion of the power industry in the ranks of the 
natural monopolies. After all, it has already converted 
RAO YeES to a joint-stock company, in which the 
production and transmission of electricity have been 
unified exclusively, against which the majority of the 
industrialists and the sectorial ministries is up in arms. 
And even the Ministry of Finance is at a loss: where is 
the budget money for funding the anti-monopoly organs 
to come from, if this has not been provided for in the 
budget, and the duma has even decreed a 15-percent 
reduction in the expenditures for maintaining the state 
machinery? 


Decree on Improving State Regulation of Exports 


944F0948B Moscow ROSSIYSKAYA GAZETA 
in Russian 9 Jul 94 p 5 


[Decree No 758 of the Russian Federation Government 
on Measures for Improving State Regulation of the 
Exporting of Goods and Services, Moscow, | Jul 94] 


[Text] In fulfillment of the Russian Federation [RF] 
President’s Edict No 1007 of 23 May 1994 On Abol- 
ishing Quotas and Licenses for Shipments of Exported 
Goods and Services (the Collection of RF Legislation, 
1994, No 5, p 397), the RF Government decrees that: 


1. The RF Ministry of Foreign Economic Relations and 
the RF Ministry of Economics, with the assistance of 
interested RF ministries and departments, as of | July 
1994, shall not carry out the setting of quotas and 
licensing for shipments of exported goods, with the 
exception of shipments of goods in accordance with 
Appendix No |. 
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2. It shall be established that, with respect to the goods 
listed in Appendix No 2, the special exporting procedure 
shall be maintained in accordance with existing legisla- 
tion. 


3. It shall be established that the exporting of strategi- 
cally important raw material goods shall be carried out as 
of 1 July 1994 by the enterprises and organizations 
registered in the RF Ministry of Foreign Economic 
Relations for this purpose using the established proce- 
dure. 


The RF Ministry of Foreign Economic Relations shall, 
within the period up to | October 1994, determine the 
list of enterprises and organizations registered as 
exporters of strategically important raw material goods, 
proceeding on the basis of the efficiency of their foreign 
economic activities, with the intention of reducing the 
number of these enterprises and organizations. 


4. In order to ensure state control over the exporting of 
the strategically important goods listed in Appendix No 
3, the registration of the contracts for their exporting 
shall be introduced. 


The RF Ministry of Foreign Economic Relations, the RF 
Ministry of Economics, the RF State Customs Com- 
mittee and the RF Ministry of Justice, with the assis- 
tance of interested RF ministries and departments, shall, 
within a period of 1 month, draw up and approve the 
procedure for registering the export contracts for the 
listed goods. 


It shall be established that this contract registration 
procedure shall be used during the exporting of the listed 
goods by all economic activity subjects on the territory of 
the RF, regardless of the forms of ownership, affiliation 
and place of registration, with the exception of instances 
stipulated by RF legislation, as well as by the RF’s 
international agreements. 


The RF State Customs Committee shall pass the goods 
listed in Appendix No 8 only for registered contracts. 


5. The RF Ministry of Foreign Economic Relations, the 
RF State Customs Committee and the RF Ministry of 
Finance, based on the results of the work in the third 
quarter of 1994, shall analyze the effectiveness of the 
implementation of the export contract registration and 
shall insert the appropriate additions and changes into 
the existing standard documents, in accordance with 
which currency and export control is being implemented 
at the present time. 


It is recommended that the RF Central Bank assist in 
this work. 


6. The preferences with respect to the imposition of 
export customs duties on goods to be exported to the 
countries of the near abroad shall be maintained in 1994 
in accordance with intergovernmental agreements. 


7. In order to create equal economic conditions for all 
RF subjects, the RF Ministry of Economics, the RF 
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Ministry of Foreign Economic Relations and the RF 
State Customs Committee shall submit to the RF Gov- 
ernment proposals on the allocation to RF subjects of 
part of the receipts into the federal budget from the 
export customs duties. 


8. The RF Ministry of Foreign Economic Relations, the 
RF Ministry of Finance, the RF Ministry of Economics 
and the RF State Customs Committee, jointly with the 
RF Ministry of Justice and with the assistance of inter- 
ested ministries and departments, shall submit to the RF 
Government proposals on the insertion of changes to 
and the recognition of RF Government decisions which 
have become invalid in connection with the adoption of 
this decree. 


[Signed] V. Chernomyrdin, Chairman of the RF Gov- 
ernment. 


Collegium Critiques Railway Performance 
944E1115A Moscow GUDOK in Russian 5 Aug p 1 


[Article by Nikolay Davydov: “Guarantee of Transfor- 
mations in the Economy: Report from the Selector 
Meeting at the Ministry of Railroads’’] 


[Text] Opening the traditional selector meeting on the 
eve of Railroad Workers Day, Minister of Railroads G. 
Fadeyev read messages of greeting from RF President 
Boris Yeltsin and Chairman of the Government V. 
Chernomyrdin to sector workers. The messages stressed 
that railroad transportation is one of the leading sectors 
and makes a significant contribution to stabilizing the 
Russian economy and provides shipping in the necessary 
volumes for the population and the economy. 


This high praise for the work of the sector, the minister 
said, is not accidental. The consistent operation of the 
railroads is a guarantee and bulwark of transformations 
in the economy. Along with reducing the rate of inflation 
a process is occurring of saturating retail trade with 
fundamental consumer goods. And of course, the 
workers of railroad transportation have made a definite 
contribution to this, as illustrated by the sector’s work in 
the first seven months of this year. 


Thus, since the start of the year 534 million tonnes of 
freight has been shipped, which is 24 million tonnes 
more than shipper requests. Railroad services have been 
enjoyed by 1.2 million passengers. It is gratifying that a 
number of trunk lines are successfully striving to restrain 
the rate of decrease in shipping volume. While the 
overall dimensions of shipping decreased 23.7 percent 
relative to the corresponding period of last year, the 
Baykal-Amur line reduced this indicator by 9.7 percent, 
the Transbaykal by 10.8 percent, and the East Siberian 
by 11.8 percent. 


Speaking of the financial results of the sector’s work, the 
minister noted that income from freight and passenger 
conveyance in the first seven months is approaching 
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R1.2 trillion. Expansion of the service sphere has fos- 
tered an increase in income. Profit reached R2.3 trillion, 
while the level of profitability surpassed last year by 5 
percent. 


At the same time debtor indebtedness continues to have 
a negative impact on the financial condition of the 
sector. It does not allow the sector to pay its supp'iers 
and the budget promptly or to pay for repair of rolling 
stock. There are, however, positive examples here too. 


The most consistent work to reduce client indebtedness 
is being done on the Moscow line where they employ 
various forms of accounts, mutual offsets, and other 
forms of payment for conveyance. In just the second 10 
days of June they were able to reduce indebtedness by 
almost half. And on the East Siberian line they have 
almost eliminated indebtedness for fuel through mutual 
offsets. 


These and other positive changes in work are inseparable 
from implementation of the program of joint action: 
adopted last December by the ministry, the railroads, 
and all transportation enterprises to develop the reforms 
and strengthen the financial-economic position of the 
sector. Among other things, more active work has begun 
to switch to contract relations with freight shippers. In 
connection with the change in prices for output con- 
sumed, freight rates have been indexed monthly and 
passenger rates twice annually. Staff numbers have been 
brought into line with work volumes to reduce operating 
costs. About 3,000 electrical locomotives have been left 
in the reserve. 


All this makes it possible to improve the use of fixed 
capital, reduce operating expenditures, find means to 
increase the volume of housing construction, and main- 
tain at the proper level the investment fund which is 
used to acquire new rolling stock and rebuild sector 
facilities. 


Nonetheless, the minister said, the financial-economic 
model of sector work requires further refinement. We are 
looking forward to specific proposals from the Assembly 
of Heads of Railroad Lines in Chelyabinsk and from the 
chief economists of the trunk lines. 


An important factor in creating a calm working situation 
in the labor collectives and supporting harmonious work 
by all elements of railroad transportation is unquestion- 
ably performance of the obligations of the sectoral Tariff 
Agreement. Growth in wages for the first seven months 
of the year was 156 percent, and this should be a 
foundation for the welfare of sector workers. 


Under these conditions it is especially important to 
avoid any worsening of the state of labor discipline, to 
intensify work to ensure traffic safety, ard to raise the 
quality of passenger service. The minister dwelt in detail 
on these matters and illustrated the situation on the 
railroads with concrete examples. 
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In concluding the meeting, the minister congratulated 
sector workers on their professional holiday. He spoke 
with special warmth of the veterans of transportation 
work, many of whom are giving their collectives all the 
help they can and are indoctrinating the younger gener- 
ation. He wished good heath, success in work, and a 
happy personal life to all who have tied their fate to the 
railroad. 


New Construction Minister Interviewed 
944Q0543A Moscow TRUD in Russian 11 Aug 94 p 2 


[Interview with Ye. V. Vesin, minister of construction of 
the Russian Federation, by V. Khatuntsev; place and 
date not given: “Everything Begins With the Home. 
Does Russia Remain a Nation of Builders?’’] 


[Text] Recently an edict issued by Boris Yeltsin trans- 
formed the State Committee on Questions of Architecture 
and Construction into the Ministry of Construction of the 
Russian Federation. Ye. V. Besin was appointed to lead it. 
He is 54 years of age. At the building sites he advanced 
from a construction superintendent to a deputy minister of 
transport construction—head of Glavbamstroy. Candidate 
of economic sciences and Hero of Socialist Labor. At the 
Supreme Council of the RSFSR of the last convocation, he 
headed tie Committee on Construction and Architecture. 
How is reform today being combined with construction? Is 
one of the most complex national economic branches 
making its mark on the market? That was the topic of a 
conversation between the new minister and our TRUD 
correspondent. 


[Khatuntsev] Yefim Vladimirovich, we have known 
each other since the days when the Baykal-Amur Trunk 
Line was under construction, where you were assigned 
after graduation from the Academy of National 
Economy. You must agree that work today is interesting 
even though it is unevenly evaluated. Formerly develop- 
ment of the country was invariably associated in our case 
with construction. Every five-year plan had a “grandi- 
ose”’ project. What is the construction complex like? Has 
the carpenter hung up his ax? 


{Besin] Russia was always being built or rebuilt following 
fires and wars. It is inconceivable to expect elimination 
of crises or economic animation without new construc- 
tion especially in our country with millions on waiting 
lists for housing and the slim infrastructure which is far 
from ideal. 


Of course, it would have been impossible to get by 
without a radical reformation, the state is incapable of 
maintaining such an unwieldy economy. At first dena- 
tionalization of the branch proceeded faster than it did 
in industry. For instance, instead of ministries what 
formed were concerns, and various corporations, 
holding companies, while joint-stock companies 
emerged replacing main committees. What was most 
alarming was that at the trust level there gradually 
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appeared a process with splitting into peculiar self- 
contained “farmstead” cells. A motor pool, a mechani- 
zation base, or a reinforced concrete products plant, of 
course, could exist reasonably well on an independent 
basis, they can find work for themselves. But breaking up 
like peas, they become poorly suitable for “stringing into 
a single strand” for the maintenance of a unified tech- 
nological cycle. Thereefore, both we and the local author- 
ities caught ourselves in time in order to steer the 
privatization process into a more rational channel. 


And today the branch is quite manageable and flexible. It 
employs around eight million workers and accounts for a 
tenth of the gross domestic product of the country while 
consuming 20 percent of the total volume of material 
resources. In other words, we are building, even though 
on a different foundation. 


{[Khatuntsev] What do you mean by foundation? 


[Besin] The different legal basis and new management 
conditions. When I was elected chairman of the Com- 
mittee on Construction and Architecture within the 
Supreme Council, I proposed the following to my col- 
leagues: less politics and more professionalism. After all, 
everywhere one looks there is one restriction on top of 
another, everything is regulated. Any vacation home 
builder will tell you how the government mandates: six 
hunredth part of a hectare in size and no more, the 
building is not to be above a certain height, no wider, no 
longe’ What is the situation with housing? A: those 
prices tor many their savings ailowed them to buy 
apartn.ents, but just try and join a cooperative, it is a 
purgatory, right up to and including a check of the moral 
character of the applicant. 


I believe that our committee managed to accomplish 
something. First of all, the law on privatization of 
housing allowed the formation of a certait: strata of 
owners. Second, the principles of the federal housing 
policy, which were adopted, radically altered the concept 
of the right of citizens to housing and it was even 
necessary to make two corrections in the text of that 
former constitution. As a declaration, this, of course, 
sounds like a promise of a separate apartment for 
everyone, and by as early as the year 2000. Quite 
impressive! If one takes a realistic look, however, such 
encouragement of dependency on the state is not afford- 
able for the government and it is-necessary to take off 
these blinders. 


A town-planning law was adopted for the first time since 
the days of Peter the Great. What a paradox—the law 
itself did not exist, but there were still all kinds of norms, 
legal codes, and restrictions. Particular importance is 
acquired by decisions concerniiig investments, particu- 
larly on non-budgetary forms of financing. Here we seem 
to have opened up the branch and the government and 
now it is necessary to see which is more reliable—the 
state order or the commercial contract. For instance, 
today the budget owes the builders a debt of 2.3 trillion 
rubles [R], and it is necessary to find a way of getting it 
paid. 
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[Khatuntsev] But on the whole, are you assuming that 
the new market structure in construction has been 
formed, since there is a foundation there must be a 
superstructure as well? 


[Besin] In a general form, yes. Now it is merely necessary 
to develop and supplemen’ Take a look, in just six 
months of this year eight presidential edicts have been 
adopted pertaining to construction and acquisition of 
dwellings. Plus 15 state resolutions. Even though the 
legislators still have to work out such crucial documents 
as the housing code, the city-planning code, and the law 
on architectural activity in the Russian Federation. 


[Khatuntsev] People and construction collectives are 
surviving from day to day. How is the situation today at 
the construction sites? 


[Besin] The program for the year is rather intensive. It is 
necessary to at least stay at the level already reached in 
the introduction of housing which is 44 million square 
meters and it cannot go any lower. Moscow is building at 
a rather good rate of three million a year, from year to 
year. The capital government managed to make the 
building complex even more flexible in addition to 
which the authorities are constantly working to attract 
funds. They introduced rent on land plots and utilize the 
right to sell unfinished projects. In general, like at no 
other time, it is specifically the local organs of power 
which are capable of putting the builders to work for the 
good of the territories. They have both the funds, the 
work orders, and the requirements. It is not necessary to 
count too much on state capital investments. Look at 
their downward curve over the years: 92—by 40 percent, 
93—by 15 percent, and 94—by 27 percent. 


There is concern for the completion of the most impor- 
tant state special-purpose programs. In the Chernobyl 
program, for instance, only 19 percent of the total 
volume of work has been financed in six months. The 
debt on the BAM [Baikal-Amur Trunk Line] project rose 
to R61 billion. What about housing for the military? 
Thus far only a tenth of the amount established by the 
state defense order has been allocated (!). The total 
amount of debt owed by the ordering organizations 
reached R9 trillion, or almost half of all the contract 
work which has been completed. 


[Khatuntsev] It seems to be the way it was in the old 
days—the same groaning at the construction sites about 
money. 


[Besin] Yes, the problem of investment in construction 
has existed and remains. But remember how many 
incompletely assimilated capital investments remained 
and how strictly that was penalized. it is another matter 
that everything was so regulated that it was impossible to 
maneuver with funds. At present, however, they are 
simply unavailable. Since enterprises and entire 
branches have become mired in unpaid mutual debts 
who is going to take a risk building? 
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It is necessary to change the investment climate and 
make taxation more flexible? At present amortization 
funds are being eaten up. In addition to that only 50 
percent of the profit used for investment is exempt from 
taxation. It would be wiser to raise that level up to 70 
percent. What is most important, however, is credit. 
“Short” money in construction will not be effective as 
the cycle itself is designed for the long term. Also, the 
interest is over a hundred—that is total ruin. Fifty, might 
be all right since in that case it would be possible to start 
returning to the system involving repayment. 


If one is to speak about foreign investments, so far the 
the investors have been becoming acquainted with and 
studying the rules of the game, because of which it is 
necessary to change the legal base in a decisive manner. 
I feel confident that the investment boom in construc- 
tion is still ahead. 


[Khatuntsev] We shall hope. Despite the fact that the 
epoch of noisy “‘shock’’ projects is over what projects 
befitting the status of Russia as a world power are on its 
itemized project list? 


[Besin] No “blue cities” are foreseen. It would be good 
for us to keep warm just those that exist. Work continues 
on hydoelectric power stations at Boguchany and 
Bureya. Some 900 meters remain to be drilled on BAM 
along the North-Musysk Tunnel, the Amur-Yakut main 
line has passed Aldan, in due time a train will be arriving 
in Yakutsk as well. 


A large port on the Baltic Sea at Ust-Lug is being built 
with the attraction of commercial! structures which are 
investing funds with an eye to future profits. A report 
was recently received about the construction of the 
Moscow—Minsk—Berlin motor highway. But few are 
aware that a far more global project is being planned, the 
first inter-continental one: Paris—Moscow—Bering 
Straits—New York. Why not? That is quite a realizable 
idea! 


There are many sites for the builders to work on both in 
Yamal, Udokan, and in the Far East coal quarries. Allow 
some time and the builders will multiply the might of 
Russia. The beginning of the nineties may be regarded 
with confidence as a start of the social reorientation of 
construction. The construction of individual homes 
increased by 35 percent! If a person has his own home 
and land, it means that the roots have been put down and 
the future is reliable. Was it not for that reason that 
reform was not last to be initiated? When the people are 
building sooner or later the state will head toward 
prosperity. I personally believe that with all of my heart. 


Agricultural Problems Detailed 


944F1211A Moscow NEZAVISIMAYA GAZETA 
in Russian 4 Aug 94 p 2 


[Article by Faina Osmanova: “Machinery and Equip- 
ment for Agriculture Has Been Reduced: Russian Agri- 
culture This Year Is Experiencing the Same Difficulties 
As Last Year’’] 
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[Text] Statistics 


Despite difficult financial conditions, tardy payment of 
subsidies, significantly reduced provision of machinery 
and equipment and other material resources, and the 
increasing operating load for machines, agricultural 
enterprises basically completed the sowing of spring 
crops in optimal time periods. According to data from 
Russia’s State Statistical Committee (Goskomstat), the 
sown area in all categories of farms this year was 104.5 
million hectares compared with 111.8 million hectares 
in 1993. 


The condition of the crops at the present time, despite 
the lag in their growth and development because of the 
lack of warmth in May and June for 10 to 15 days, is 
rated as basically good and satisfactory. The only excep- 
tions are certain regions in the southern parts of Omsk, 
Tyumen and Novosibirsk oblasts, and of Krasnoyarsk 
and Altay Krays, in the western part of Kemerovo oblast, 
and in Khakasiya and Tuva, where because of the heat 
and the lack of moisture in the soil the crops have been 
substantially damaged. Procurement of fodder is under 
way in all regions at the present time. Weathe: condi- 
tions in July somewhat accelerated the rate of procure- 
ment. However, the lag that was allowed in June con- 
tinues to be significant and amounts to about 25 percent 
for Russia as a whole. 


The main factor in the development of agriculture is the 
extent to which it is equipped with high-productivity 
agricultural machinery and equipment. Because of the 
high prices for such machinery and equipment and the 
corresponding absence of monetary resources for their 
acquisition, the machinery-tractor park in recent years 
has been sharply reduced and the operating load for 
agricultural machinery has significantly increased. This 
has had a negative effect on the time periods for carrying 
out agricultural work. From | June 1993 to | June 1994 
alone, the number of tractors decreased by 70,000, the 
number of grain combines—by 26,000, and the number 
fodder harvesting combines—by 8,500. Thus at the 
present time, agricultural enterprises are 69 percent 
equipped with grain harvesting combines and 68 percent 
equipped with fodder harvesting combines. Conse- 
quently, the operating load for grain harvesting com- 
bines, for example, now averages 299 hectares for Russia 
compared with a norm of 131 hectares. (In 1990, the 
operating load was 152 hectares.) 


The absence of preliminary prices for grain is causing 
serious concern in the regions that are conducting the 
harvest of the crops. The tardy allocation of monetary 
resources to procurement officials for procurement pur- 
poses has had a negative impact on the conclusion of 
contracts. At the present time, contracts for procurement 
of grain have been concluded for only 6.7 million tonnes 
(24 percent of the volume of procurements in 1993). 
Work is likewise proceeding slowly in concluding con- 
tracts for potatoes and vegetables. Only 466,000 tonnes 
of potatoes (28 percent of the volume of procurements 
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last year) and only 811,000 tonnes of vegetables (38 
percent) have been contracted for. 


The period of mass ripening and harvesting of vegetables 
has arrived in Krasnodar and Stavropol krays and in 
Rostov oblast. Agricultural enterprises are experiencing 
difficulties in selling squash, tomatoes, and cabbage in 
the average time periods for ripening. At the same time, 
the enterprises of the food industry are not hurrying to 
acquire and process these items. 


Economic Implications of Draft Civil Code 


944Q0520A Moscow KOMMERSANT-DAILY 
in Russian 26 Jul 94 p 2 


[Article by Yevgeniy Timofeyev: ‘New Civil Code May 
Affect Even Taxes: Draft of New Civil Code’’] 


[Text] Little by little, the process of changing Russia’s 
civil legislation is gathering steam. On Friday evening, 
the Gosduma [State Duma] adopted on the second reading 
the draft of the general part of the new Civil Code. In fact, 
this signifies the adoption of the final version of the code, 
inasmuch as, during the consideration of the draft on the 
third reading, only particular corrections may be inserted 
into it. 


The draft of the new Civil Code has been signed at an 
extremely high official level, which distinguishes it 
advantageously not only from the currently operating 
1964 code, but also from the 1990 Basic Civil Legislation 
of the USSR. The draft is not so much the result of the 
further development of the civil-law norm-making of the 
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Soviet period as it is an interpretation of world experi- 
ence in this sphere. It has features in common with both 
the pre-revolution Russian developments and operating 
foreign codifications—from the French Napoleonic 
Code to the Unified Commercial Code of the USA. 


During the discussion of the draft in the parliament, it 
turned out that quite a few deputies have an extremely 
poor notion in general of what, in fact, the Civil Code 
has been called upon to regulate. The questions and 
claims (raised basically by the communists, agrarians 
and representatives of the LDPR [Liberal Democratic 
Party of Russia]), which were heard during the discus- 
sion, were politically motivated. For example, the depu- 
ties believed that the submitted document “suppresses” 
state ownership. Their assertion was based on the fact 
that state ownership was mentioned after the ownership 
of citizens and legal persons. For the parliamentarians, it 
was a revelation that, in civil legal relations, all subjects 
are in an equal position, regardless of the sequence of the 
wording in the texts of civil legislation acts. 


The communists were dissatisfied that the draft's 
authors had ignored their suggestion to introduce such 
an “exotic” organizational and legal form as a “people's” 
enterprise and also that they declined to recognize a 
“collective form of ownership.” The document's authors 
believed quite correctly that there are enough different 
forms of enterprises in the civil legislation. But the 
question of who will be the owner—a labor collective or 
other persons—should be decided in each specific 
instance during the founding of the enterprise. This does 
not need additional legislative regulation. 





Organizational and Legal Forms of Commercial Organization Based on the Draft of the General Part of the New Civil 








Code of Russia 
Form of Enterprise Needed Number of Participants Limit of the Participants’ Liability 
Full Partnership No Fewer Than Two Full 





Partnership on Trust (Limited Partnership) 


No Fewer Than Two 


Full—for Full Partners; Within the Limits of 
the Investments Made—for the Limited Part- 
ners (Contributors) 





Limited Liability Company No Limitations 


Within the Limits of the Amounts of the 
Investments Made 





Additional Liability Company No Limitations 


In the Amount Divisible by the Investment 
Made 





Publicly-Held Joint-Stock Company No Limitations 


Within the Limits of the Stocks’ Value 





Privately-Held Joint-Stock Company 


No More Than the Number Specified by the 
Law on Joint-Stock Companies 


Within the Limits of the Stocks’ Value 





Production Cooperative 
sons) 


No Fewer Than Two (Only for Natural Per- 


In the Amount Stipulated by the Law on Pro- 
duction Cooperatives and the Cooperative's 








Charter 
Unitary Enterprise Based on the Right of Full One (the Russian Federation or a No Liability 
Fiscal Management Authority Municipality) 
Unitary Enterprise Based on the Right of One (the Russian Federation) Full 


Operational Management (Public Enterprise) 











On the other hand, all the same, the draft does contain 
one innovation in the part on the organizational legal 
forms of enterprises. Based on the example of certain 


foreign countries, the introduction of a completely new 
concept in Russia is being proposed—an “additional 
liability company.” The basic distinction between this 
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company and a limited liability company (partnership) 
lies in the fact that its participants assume the additional 
obligations to bear subsidiary (auxiliary) liability for the 
company’s debts. In other words, in the event of the 
company’s insolvency (bankruptcy) and the inadequacy 
of its property for full settlement with creditors, the 
necessary amounts will be recovered from the company's 
participants—within the limits specified by them per- 
sonally during the company's founding. Naturally, these 
companies will be more reliable partners. 


It is extremely important that the draft views as legal 
persons all management companies and partnerships. 
Similar provisions are also contained in the operating 
Basic Civil Legislation, however, at present, they are not 
being applied, inasmuch as they contradict the Law on 
Enterprises and Entrepreneurial Activities. Thus, upon 
final approval by the parliamentarians of the general 
part of the code and its implementation, also recognized 
as legal persons will be the full partnerships, which do 
not currently have this status. And then the full partner- 
ships will have to pay the profits tax which they are not 
paying now (the income is distributed among the part- 
nership’s participants prior to taxation). 


The matter of the recognition of the full partnerships as 
legal persons is being being decided in various ways by 
the different states. However, nowhere do they escape 
paying the profits or income taxes and, in the majority of 
countries, this norm also applies to joint partnerships. In 
the opinion of KOMMERSANT-DAILY’s experts, in 
order to avoid a completely irrational worsening of the 
tax climate, it would be highly logical, simultaneously 
with the implementation of the Civil Code’s general part, 
to change also the Law on the Profits Tax for Enterprises 
and Organizations, exempting the full partnerships from 
the taxation of profits. A full partnership's participants 
would pay for this privilege with full property liability 
for their firm's obligations. If they have to pay the profits 
tax, then the establishment of full partnerships simply 
will make no sense. 


What draws attention to itself is the fact that, in the 
provisions of the draft code, there is no reflection of the 
institute of trustee property—the trust introduced by 
presidential edict at the end of last year. Apparently, this 
should be the final word in the dispute on the possibility 
of applying the specific concept of the Anglo-American 
system of law in Russia, a legal system which is related to 
the continental European one. It is indirect recognition 
of the fact that a trust is unacceptable in Russia. 


The Russian analog of a trust—the right of trustee 
management will most likely be reflected in the code’s 
second part, which is devoted to specific types of legal 
relations. In the general part, the right of trustee man- 
agement is mentioned only in passing—as the possible 
trustee management of the property of persons over 
whom a guardianship has been established. 
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Pian to Cut Assistance for Chernobyl Victims 
Examined 


94WN0376A Moscow KOMSOMOLSKAYA PRAVDA 
in Russian 10 Aug 94 p 2 


[Article by A. Khokhlov:“Liquidation of the Liquida- 
tors”’} 


The government of Russia is preparing to “decrease” 
the number of radiation accident victims by 2.2 million 


[Text] Russia has never liked its heroes, or its citizens in 
general. The conquerors of Napoleon were driven en 
masse into the noose of serfdom and had Arakcheev-like 
conditions imposed on them, while Hitler’s conquerors 
were plunged into the utter hopelessness of postwar 
“regeneration.”’ Afghan veterans found themselves 
totally unwanted in a country undergoing reconstruc- 
tion. Right now democratic Russia is preparing to 
abandon the liquidators of the latest accident in Cher- 
nobyl to the mercy of fate. 


From official notes: 


As of | April 1994 the register contains the names of 
159,319 liquidators living in Russia. 


The average radiation exposure of the liquidators 
amounted to 12 cGr (1 centiGray equals 100 bars) while 
the average length of time spent working in the affected 
zone was around two months. Most of the liquidators of 
1986 and 1887 received a radiation exposure in excess of 
5 sieverts (90 and 82 percent of the total number, 
correspondingly). 


Primary attention is attracted by a steady rise in indices 
reflecting occurrence of malignant tumors from 97.6 
(1989) to 180.7 (1992). 


A very good law for the social protection of citizens 
exposed to harmful radiation was passed in May 1991. 
That legislative act provided for a variety of benefits for 
people who had suffered from radiation. In Russia there 
are over 2.6 million such people and they include not 
only those from Chernobyl. Radiation left many 
“tracks” in the Urals, Altay Kray, as well as in the 
Republic of Gornyy Altay. At present, however, in 
August, the government of Russia is preparing to adopt 
a decision on the so called “1—5 rem zone.” As usual, 
the initiator was our economical Ministry of Economy. It 
is planned to deprive of their benefits all those who live 
on territories with such a radiation level. Some 2.2 
million people will be taken off the rosters of “beneficia- 
ries.” 


The goals of our beloved government, naturally are most 
kind: it will benefit all of us to stabilize the economy. If 
we tighten our belts today we shall live better tomorrow. 
For the sake of economy the Ministry of Finance is 
already underpaying the Ministry of Emergency money 
for fulfillment of all five state programs aimed at elimi- 
nation of the consequences of radiation catastrophes. 
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The Ministry of Emergency is doing the best it can. 
Unfortunately, however, that may not be enough. Pro- 
grams for the construction of life-support facilities in 
regions that suffered with radiation are actually being 
curtailed as there is no money to complete the work. 
Many benefits remained only on paper. The leadership 
of the ministry, placed in a tight spot by insufficient and 
untimely financing, is not economizing on just one 
thing—the health of the people. In the first six months of 
1994 $3 million were allocated for the medical treatment 
of the population suffering radiation injuries which 
constitutes 70 percent of the currency reserves of the 
ministry. Were it not for that the situation would become 
catastrophic. 


From official notes 


During the period under study mortality of those who 
participated in the liquidation of consequences of the 
accident at Chernobyl Nuclear Power Station from all 
causes rose from 4.8 in 1990 to 6.9 in 1992 per thousand. 
A particularly sharp jump in the death rate was recorded 
in Leningrad Oblast (from 3.1 to 12.0) and in Rostov 
Oblast (from 1.5 to 6.8). Constantly high mortality rates 
are noted in the East Siberian Region. 


Diseases of the endocrine system, and diseases of the 
blood, and hemopoietic organs, as well as mental disor- 
ders are encountered several times more frequently 
amo \g the liquidators than in the control groups, and 
continue at a sufficiently high level. 


The greatest number of deaths from malignant tumors 
are caused by malignant tumors of the digestive (42.2 
percent) and respiratory organs (82.8 percent). Death 
among the liquidators from malignant tumors between 
1990 and 1992 increased each year. 


The official notes of the Ministry of Emergency reveal 
that because of the uncertainty about tomorrow, radio- 
phobia, and the victim’s own feeling of futility, a great 
majority of the liquidators are heavy drinkers. The 
divorce rate among them is extremely high. It turns out 
that a man is a highly vulnerable creature. Just one 
failure in bed may damage the psyche. Just multiply that 
manyfold by the stories seen in the press about “radia- 
tion impotence.” 


Brought to despair Russian Chernobyl victims are 
engaging in acts of protest with growing frequency. On 
28 April of this year, on the eighth bitter anniversary of 
Chernobyl, 15 people at Vologda declared a hunger 
strike. After that the local administration assumed the 
payment of benefits to the liquidators itself. Would all 
the local authorities in Russia have enough funds for that 
if, as estimated by the Ministry of Emergency, around 
350,000 Russians actually had participated in the liqui- 
dation of consequences of the accident at the Chernobyl 
Nuclear Power Station? 


What would happen if 2.2 million people living on 
Russian territories contaminated within the limits of 
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1—5 rems, should lose their benefits? Specialists from 
the Ministry of Emergency returned from the Republic 
of Gornyy Altay. They found that the republic budget is 
capable of paying people (work stoppages, massive 
unemployment) just eight percent of the money, with 97 
percent being government benefits. Many families actu- 
ally live exclusively on that rather miserly income. 


It is believed the situation is no better in the Bryansk, 
Kaluga, and Tula oblasts as well as in Altay and the 
Urals. The next problem will occur in Tuva, where it is 
suspected radioactive fallout from the accident at the 
Chelyabinsk Mayak had passed and in the Orenburg 
region, the site of the famous Totsk training exercises 
with the use of nuclear weapons. 


Ministry of Emergency specialists understand that there 
will not be enough “candy” for all and that the country 
will be experiencing some uneasy times. But if a decision 
is made to “cut” the benefits of people who suffered as a 
result of radiation catastrophes, most of these innocents 
will automatically find themselves existing below the 
subsistence level. The ministry intends appealing to the 
government with a proposal for a gentle, incremental 
elimination of benefits for individual categories of citi- 
zens. Will that proposal be heard? 


There is just no need for talk about the shortage of 
money and the fact that it is difficult for everyone at 
present. It is simply that Russia has never liked either its 
heroes or ordinary citizens and continues disliking them. 


How about the money? 


Boris Nikolayevich recently did find the money for a 
combine for a farmer from Krasnoyarsk Kray? I very 
much doubt that local authorities brought the most 
impoverished anc hungriest peasant to the president. 


Also, what of one combine costing a million. In July 
Viktor Chernomyrdin, prime minister of Russia gave the 
Chernobyl victims of Belarus a whole two billion rubles. 
One can only be happy for the Belarusians: despite all the 
borders and customs offices we still think of ourselves as 
a single entity. But noble gestures are becoming tire- 
some. How could it be that the premier does not know 
that in Russia itself Chernobyl programs are being 
financed only by 60 percent? 


One feels sorry for the Belarusians and the Ukrainians, 
one feels sorry for all of you who have suffered from a 
single misfortune. Rems of radiation should not be 
categorized into our own and those of others. So, citizens 
of sovereign countries, let us together feel sorry for each 
other since our leaders do noi want us all. 


Or is there still hope? 

Economic Indicators for Gross Domestic Product 
Assessed 

944E1123A Moscow IZVESTIYA in Russian No 33, 
28 Jul-3 Aug 94 p 2 


[Article by Yevgeniy Vasilchuk, FINANSOVYYE 
IZVESTIYA correspondent, based on reports of Russian 
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Committee on Statistics: “Reforms Reflected in Struc- 
tural Changes in the Economy”’] 


[Text] Russia’s gross domestic product (GDP) in the first 
half of 1994 amounted to 245 trillion rubles. After a 
substantial dip at the beginning of the year, the physical 
volume of the GDP in the whole first six months of this 
year was equivalent to 83 percent of the figure for the 
same period last year. 


The intensive privatization of property and the rapid 
rise in the number of economic entities led to decisive 
shifts in the distribution of the GDP among different 
types of property. In the first half of 1994 proportional 
added value at non-state enterprises represented 58 
percent of the GDP, as compared to 52 percent in 1993. 
The share of private enterprises rose to 23 percent from 
last year’s 21 percent. 


In the first half of 1994 the proportion accounted for by 
services in the GDP exceeded 50 percent for the first 
time in contemporary Russian history. The figure is even 
higher, however, in countries with 2 developed market 
economy. In the United States, for example, services can 
represent up to three-fourths of the GDP, and they 
represent 60 percent of the GDP in Japan, two-thirds of 
the GDP in Germany, 60-62 percent in Great Britain, 
77-78 percent in France, 68-70 percent in Italy, and 67 
percent in Mexico. 


During the initial stage of the reforms, the structural 
changes in the Russian economy were the result of 
differences in the dynamics of production cuts and price 
changes. Last year new business structures began to fill 
previously non-existent sectors of the economy. Now 
production cuts in some branches are accompanied by 
growth in others. 


Whereas the volume of personal consumer services was 
reduced by half in comparison with the first half of 1993, 
for example, there was steady growth in the sphere of 
financial, insurance, and brokerage services and in the 
sphere of operations with real estate. This segment of the 
economy, securing the functioning of the market, repre- 
sented 13 percent of the Russian GDP in 1993 and 15 
percent in the first half of 1994. 


The tendency toward higher proportional expenditures 
on final consumption, particularly in household income, 
continued this year. 





Sectorial Structure of Russian GDP (% of total) 

















Categories 1990 1992 1993 Ist half 
of 94 
GDP—total 100 100 100 100 
goods 61 58 49 42 
services 32 33 42 51 
net taxes 7.9 9.2 9.0 7.0 

















The proportional amount of money used by the popula- 
tion to purchase hard currency, securities, and other 


RUSSIA 41 


financial assets rose to 19 percent of the total monetary 
income of the population. Private savings in 1992 rep- 
resented only 5.3 percent of private monetary income, 
and in 1993 the figure was 14 percent. According to 
Aleksandr Livshchits, the head of the president's group 
of experts, the growth of real private savings could 
become a source of real investments if the negative 
consequences of the present speculative fever in stock 
markets can be averted. 





Structure of GDP Use in Russia (actual! prices, % of total) 












































Categories 1992 1993 Ist half of 
94 
GDP—total 100 100 100 
Expenditures on final 54 58 69 
national consumption 
households 36 4! 48 
government 14 16 20 
institutions 
non-commercial 3.3 1.8 1 
organizations 
Gross national accu- 32 26 24 
mulations 
fixed capital 20 21 20 
increment of 12 5.3 3 
working capital 
Net (excluding 12 13 7 
imports) exports of 
goods and services 
Statistical discrepancy 2.2 3.7 — 





The population is investing in residential construction. 
In 1993 the proportion accounted for by these invest- 
ments in total capital investments in Russia was 3.7 
times as high as it had been in 1992. In the first half of 
1994 new housing built with private funds was 35 
percent above the indicator for the same period in 1993. 


The construction of production facilities, on the other 
hand, is declining rapidly. This was the reason for the 
reduction of the physical volume of capital investments 
by one-fourth and the corresponding reduction of pro- 
portional accumulations in the GDP. 


Russian enterprises had 6 billion dollars in their foreign 
currency accounts in the first quarter of 1994, the 
remaining currency in reported accounts abroad 
amounted to 400 million dollars, and enterprises spent 
approximately 1.4 trillion rubles to acquire 900 million 
dollars. 


Documents on Reform of Agricultural Enterprises 
Published 


Russian Government Decree 


944F1197A Moscow ROSSIYSKAYA GAZETA 
in Russian 6 Aug 94 p 4 


[Text, under the rubric “Official Section,” of the Russian 
Federation Government Decree No 874 of 27 July 1994, 
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city of Moscow, “On the Reform of Agricultural Enter- 
prises with Consideration of the Practice of Nizhniy 
Novgorod Oblast”} 


[Text] In order to disseminate the experience and orga- 
nization of the reform of agricultural enterprises with 
consideration of the practice of Nizhniy Novgorod 
Oblast, the Russian Federation Government decrees the 
following: 


1. Ratify the attached Statute on the Reform of Agricul- 
tural Enterprises worked out with consideration of the 
practice of Nizhniy Novgorod Oblast. This Statute 
applies to agricultural enterprises which have voluntarily 
made the decision to reorganize in accordance with it. 


Approve the following documents prepared by the Rus- 
sian Federation Ministry of Agriculture and Food, the 
Russian Federation State Committee for the Manage- 
ment of State Property, the Russian Federation Com- 
mittee for Land Resources and Land Management, and 
the Nizhniy Novgorod Oblast administration for their 
use in reforming agricultural enterprises: 


the charter of the limited partnership; 


the charter agreement on the creation of the limited 
partnership; 


the charter of the mixed partnership; 


the charter agreement on the creation of the mixed 
partnership; 


the charter of the association [‘assotsiatsiya”] of 
agricultural enterprises; 


the charter agreement on the creation of the associa- 
tion of agricultural enterprises; 


a model charter of an agricultural production cooper- 
ation. 


The Russian Federation Ministry of Agriculture and 
Food must ratify the documents indicated in the second 
part of this point and ensure that they reach the organs of 
executive power of the subjects of the Russian Federa- 
tion. 


2. The Russian Federation Ministry of Agriculture and 
Food, the Russian Federation State Committee for the 
Management of State Property, the Russian Federation 
Committee for Land Resources and Land Management, 
the organs of executive power of the subjects of the 
Russian Federation, and the organs of local self- 
government must promote the reform of agricultural 
enterprises. 


3. The organs of executive power of the subjects of the 
Russian Federation and the organs of local self- 
government must ensure that objects of the social sphere 
voluntarily transferred to state or municipal ownership 
by agricultural enterprises being reformed are accepted 
in accordance with Russian Federation legislation. 
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Chairman of the Russian Federation Government, V. 
Chernomyrdin 


Statute on Reform 


944F1197B Moscow ROSSIYSKAYA GAZETA 
in Russian 6 Aug 94 p 4 


[Text, under the rubric “Official Section,” of the “Stat- 
ute on the Reform of Agricultural Enterprises’’] 


[Text] 1. This Statute was worked out with consideration 
of the experience of the transformation of agricultural 
enterprises in Nizhniy Novgorod Oblast and other 
regions of the Russian Federation. The Statute is applied 
when agricultural enterprises are reformed if after the 
Certificate of the Right of Ownership to Land Shares and 
Property Shares is issued, the decision is made to reform 
them in accordance with this Statute. 


2. The decision on reform is made by the supreme organs 
of management of the agricultural enterprises in the 
manner envisioned by their charter documents and 
Russian Federation legislation. 


3. The following stages are the main ones of the reform of 
an agricultural enterprise: 


the information campaign; 


the formation and state registration of partnerships 
and enterprises of other organizational-legal forms envi- 
sioned by Russian Federation legislation, as well as state 
registration of persons who have expressed the desire to 
engage in individual labor activity; 


completion of transactions on land shares and prop- 
erty shares envisioned by legislation; 


preparation and conduct of internal farm auctions for 
distributing land and property; 


transfer of land and property to legal and physical 
persons who have received them at auctions, and state 
registration of charter documents of the agricultural 
enterprises created. 


The management organs of agricultural enterprises 
determine the specific time periods for conducting mea- 
sures which may be included in the unified reform plan. 


4. The agricultural enterprise being reformed is consid- 
ered liquidated from the moment it is removed from the 
State Register. 


5. The Information Campaign 


5.1 The information campaign at an agricultural enter- 
prise is conducted by the Internal Farm Commission on 
Land Privatization and Farm Reorganization (hereinaf- 
ter called the Commission). The campaign should 
encompass all the subdivisions of the farm and popu- 
lated points in which the owners of the shares live. 
Special attention is devoted to informing the farm’s 
pensioners. 
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5.2 The Commission hires managers and specialists of 
the agricultural enterprise and independent experts and 
consultants for the information campaign as necessary. 
While the information campaign is being conducted, 
there are announcements on reorganization which cover 
its progress published, and that includes using the mass 
information media. 


5.3 The Commission provides all owners of land shares 
and property shares with complete information on the 
rights of owners of land and property shares and ways to 
sell them, as well as on all the measures being conducted. 
The Commission is required to set up information 
stations and in each of them to make available for 
examination this Statute and the reorganization plan 
indicating the time periods for the basic stages of reor- 
ganization, the forms of lease agreements, buy-sell agree- 
ments, and agreements for donating land shares and 
property shares, lists of agricultural enterprises, peasant 
farms, and individual citizens who wish to conclude 
agreements, the recommended amount of the lease pay- 
ments, and other necessary information. 


5.4 The Commission provides all owners of the land and 
property shares with blank forms of the documents 
needed to record their rights. 


5.5 The Commission follows progress in reorganization 
and keeps the owners of the shares informed about it and 
about the organization of new enterprises and the man- 
agers of these enterprises and other organizational mea- 
sures. 


5.6 For the owners of land and property shares,the 
Commission holds seminars explaining the differences 
among the organizational-legal forms of various types of 
enterprises, the rules for concluding agreements, the 
ways to calculate the amount of the lease payment and 
appraise investment of the right to use a land share in 
capital stock, the rules for holding an auction for distrib- 
uting land and property, and other issues. 


6. The Creation of New Enterprises 


6.1 The owners of the land and property shares of the 
agricultural enterprises being reorganized independently 
make the decision to create an enterprise whose organi- 
zational-legal form is envisioned by Russian Federation 
legislation, or to carry out individual labor activity. 


6.2 Peasant farms and agricultural enterprises which 
broke away from the particular agricultural enterprise 
before the decision on reform was made may be 
recruited to participate in the creation of the new enter- 
prises. 


6.3 Combining enterprises which have undergone state 
registration into an association [“‘assotsiatsiya’’] of agri- 
cultural enterprises or other forms of associations 
[“obyedineniye’’] is carried out in accordance with Rus- 
sian Federation legislation. 
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7. The Conclusion of Agreements 


7.1 In order to consolidate land and property shares to 
subsequently obtain the actual land and property, legal 
and physical persons registered in the established 
manner conclude agreements, carry out transactions, 
and perform other actions related to disposing of the 
right to land and property shares in the manner defined 
by Russian Federation legislation. 


The Commission provides ongoing supervision of the 
conclusion of agreements, expedites their notarization, 
organizes their registration, and keeps records of the use 
of land and property shares. 


7.2 The agreement campaign ends within the time period 
established in accordance with point 2.3 of this Statute, 
on the condition that at least 95 percent of the land 
shares and at least 95 percent of the total property share 
fund have been distributed on various legal grounds 
among subjects of entrepreneurial activity which applied 
to participate in the auction. 


If these requirements are not met, the Commission has 
the right to extend the deadline for concluding agree- 
ments by proportionally changing all the other reorgani- 
zation stages. 


7.3 By the Commission’s decision, the land and property 
shares left unclaimed are transferred to the agricultural 
enterprises which consent to accept them in order to 
provide representation without power of attorney in 
relation to the shares transferred. 


8. Distribution of Land and Property by Conducting an 
Internal Farm Auction 


8.1 The distribution of land and property is carried out 
at an internal farm auction. In order to reduce the 
number of disputes when land and property are distrib- 
uted, the participants in the auction have the right to 
reach an understanding among themselves. An auction is 
a means of making public the results of the distribution 
of land and property and recording them in the auction 
protocol. 


8.2 Each legal or physical person who owns land and 
property shares submits a bid to participate in the 
auction, indicating in it the type of proposed activity, the 
number of rated hectares and share rubles which this 
person is in charge of, as well as the list of land plots and 
property to which the bidder lays claim. 


Land and property may be acquired at auction only for 
the purpose of creating (or expanding) agricultural enter- 
prises serving the agricultural sector or for engaging in 
individual labor activity. 


8.3 Land plots and property in bids are determined by 
the bidders according to lists of lots formed in accor- 
dance with the Rules for Conducting Internal Farm 
Auctions for Distributing Land and Property When 
Agricultural Enterprises Are Being Reorganized (Appen- 
dix No 1). 
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8.4 The overall appraisal of the land plots bid upon 
should not exceed the total rated hectares indicated in 
certificates which the bidder is in charge of. 


8.5 The overall value of the property bid upon should 
not exceed the total share rubles indicated in the certif- 
icates which the bidder is in charge of. 


8.6 All the participants in the auction have the right to 
examine one another’s bids and to make the necessary 
changes in their own bids within the time period estab- 
lished by the Rules for Conducting Internal Farm Auc- 
tions for Distributing Land and Property When Agricul- 
tural Enterprises Are Being Reorganized. 


8.7 On the basis of agreements and final bids to partic- 
ipate in the auction, the Commission makes up a packet 
of documents for holding internal farm auctions for 
distributing land and property when agricultural enter- 
prises are being reorganized, organized by forms (Appen- 
dix No 2). 


8.8 The packet of documents for an auction is approved 
by the Commission and submitted to the rayon admin- 
istration no later than one week before the auction is 
held. 


8.9 On the basis of the results of the land and property 
auctions, protocols are prepared which are the grounds 
for officially registering the documents certifying the 
rights of ownership of the participants in the auction to 
land and property. 


9. The Transfer of Land and Property and Other 
Post-Auction Measures 


9.1 According to the results of the auction and when 
necessary, the boundaries of land plots transferred to 
physical and legal persons are established. The owners of 
the land plots received on the basis of the auction results 
are issued documents certifying the right of ownership to 
the land in accordance with Russian Federation legisla- 
tion. 


9.2 Timber and water resource lands, as well as other 
nonagricultural lands which are under constant use by 
the reformed farm, are turned over to the newly created 
agricultural enterprises to use free of charge, unless 
current legislation envisions otherwise. Each enterprise 
receives land located within its farmland or adjacent to 
this farmland. If several newly created agricultural enter- 
prises claim the same land, that land is distributed 
between them proportional to the area of their farm- 
lands. 


9.3 Based on the results of the auction, property is 
transferred on the basis of acceptance-transfer docu- 
ments within one week from the day the auction is held. 
Rayon administrations handle monitoring to see that the 
property is transferred correctly. 


9.4 The Commission bears responsibility for safekeeping 
of the property being transferred until it is transferred. 
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The materially responsible officials of the reorganized 
enterprise bear personal responsibility. 


9.5 Creditor and other types of debts as well as the 
nonmaterial assets of the reformed enterprise are distrib- 
uted among the participants in the auction proportional 
to the total share rubles of each participant indicated in 
the bids to participate in the auction. 


9.6 Investing a property or land share in the capital stock 
of an enterprise or transferring the right to use it to the 
enterprise does not provide a guaranteed right to work in 
this enterprise. 


9.7 The Commission, enlisting the chief accountant of 
the reorganized agricultural enterprise, compiles a dis- 
tribution balance of this enterprise. 


10. Actions of the s of Executive Power and 
Internal Farm Commissions in the Process of the 
Reform of Agricultural Enterprises 


10.1 Within the limits of their competence, the organs of 
executive power of the subjects of the Russian Federa- 
tion expedite the processes of privatization of land and 
reorganization of agricultural enterprises and provide 
support of newly formed agricultural enterprises. 


10.2 The land resources and land management commit- 
tees of the republic, the kray, and the oblast help conduct 
land management work at farms which are being reorga- 
nized and organize work to inventory land and prepare 
maps of land resources and to assign land plots to legal 
and physical persons based on the owners’ bids. 


10.3 Rayon land resources and land management com- 
mittees ensure that land management work and registra- 
tion are carried out and that changes are made in state 
enactments (certificates) for land on the basis of deci- 
sions of local administrations; they issue certificates of 
the right of ownership of land shares and plots to legal 
and physical persons, register transactions involving 
land shares and plots, and make documents to land users 
official, unless current legislation envisions otherwise. 


10.4 Commissions directly handle the reform of agricul- 
tural enterprises, are responsible for preparing all the 
documents needed for reorganization, and hire consult- 
ants as needed and expedite their work. 


Commissions report to the supreme organs of manage- 
ment of agricultural enterprises and keep rayon admin- 
istrations informed of progress in the reorganization of 
these enterprises. 


Rules for Land and Property Auctions 


944F1197C Moscow ROSSIYSKAYA GAZETA 
in Russian 6 Aug 94 p 4 


[Text, under the rubric “Official Section,” of Appendix 
No | to the Statute on the Reform of Agricultural 
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Enterprises: “Rules for Conducting Internal Farm Auc- 
tions for Distributing Land and Property When Agricul- 
tural Enterprises Are Being Reorganized”’} 


[Text] 


1. General Provisions 


1.1 Internal farm auctions are a means of distributing 
land and property among persons who have the right to 
acquire them at the particular agricultural enterprise. 


1.2 Only holders of rated hectares and share rubles of 
this enterprise on any lawful grounds and their represen- 
tatives (hereinafter called participants in the auction) 
may participate in the auction of an enterprise. 


1.3 Rated hectares are used as the means of payment at 
a land auction, while share rubles are at a property 
auction. 


1.4 Auctions for distributing land and property are 
conducted separately. The land auction is conducted 
before the property auction. 


1.5 All the land plots and all the property subject to 
distribution are presented at auction. 


1.6 The value of the land and property being distributed 
is equal to the sum of rated hectares and share rubles 
which the participants in the auction possess. 


2. Formation of Lots 


2.1 The Internal Farm Commission on Privatization of 
Land and Reorganization of the Farm (hereinafter called 
the Commission) carries out the formation of lots. 


2.2 Land plots and roads and other artificial and natural 
boundaries shared among them are included in separate 
lots. If a crop rotation field consists of several indepen- 
dent plots, each plot is included in a separate lot. If there 
are several plots with different quality land assigned to 
land managers, each of them is included in a separate lot 
taking into consideration the data of the internal farm 
appraisal. 


2.3 The property of an agricultural enterprise is distrib- 
uted by lots. Integral production units are included in 
separate lots. Working capital is formed into lots for each 
type of output. 


When livestock production farms are assigned to indi- 
vidual lots, the following are included in them: the farm 
building, equipment, livestock, auxiliary buildings (silo 
trenches, warehouses, and feed storage) used exclusively 
or chiefly by this farm, roads to the farm, and other 
production infrastructure. 


At the request of the participants in the auction, the 
Commission may assign part of the livestock to separate 
lots (horses, cows, young stock for fattening, and so 
forth). 
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2.4 Every tractor, vehicle, combine, and other agricul- 
tural machine is assigned to a separate lot. If certain 
agricultural machines and equipment are permanently 
installed or can work only with particular vehicles, 
tractors, and combines, they must be combined into one 
lot. 


2.5 Garages for vehicles, tractors, and agricultural equip- 
ment are assigned to separate lots. 


2.6 Repair workshops, shops for processing output, and 
auxiliary spaces are assigned to separate lots, including 
the building, equipment, and materials. 


2.7 The threshing floor and grain drying complexes and 
all their equipment are included in one lot. 


2.8 Warehouses, sheds, and oil tanks are included as lots 
without their contents. Individual warehouses may be 
included in lots along with the material assets in them. 


2.9 Land improvement structures and outlays make up 
individual lots on the land plots where they are located. 
The participants in the auction for the corresponding 
land plots receive this property at starting prices. 


2.10 Incomplete agricultural production and perennial 
plantings make up individual lots on those land plots 
where they are located and are transferred to participants 
who bought these land lots at the initial price at the start 
of the property auction. 


2.11 Commodity output, feed, seeds, fertilizers, plant 
protection equipment, fuel, and building materials make 
up individual lots for the working capital stage of the 
property auction and include all the existing property of 
this type. 


2.12 Each administrative building along with the equip- 
ment, furniture, and so forth located in it makes up one 
lot. 


2.13 The farm’s housing fund is not presented at auction. 
Privatization of it is conducted in the manner envi- 
sioned by Russian Federation legislation. 


2.14 If the property included in a lot is encumbered with 
obligations, the appropriate indications should be made 
in the list of lots. In acquiring a lot, a participant accepts 
all the obligations stemming from the encumbrances. 
The Commission may make changes in the starting 
prices of these lots. 


3. Information on an Auction 


3.1 The Commission must make the following informa- 
tion available no later than 3 weeks before the deadline 
for submitting bids to participate in the auction is 
reached: 


a map with the boundaries of the land plots making 
up the lots (on a scale of at least 1:10,000) and a list of 
land lots and their starting prices in rated hectares; 
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a list of lots of fixed and working capital indicating the 
starting prices in share rubles; 


the rules of the auction and the date it is to be held; 


the forms and deadlines for submitting bids to par- 
ticipate in the auction, and the periods of time for 
conducting measures to instruct the participants in the 
auction. 


4. Registration 


4.1 In order to participate in an auction, bids are 
submitted before the time the auction is to be held is 
announced; the bids indicate the following things: 


the type of proposed activity, the number of rated 
hectares and share rubles, and the list of land plots and 
property to which the bidder lays claim. 


4.2 Participants in the auction must have a sufficient 
number of rated hectares to acquire the land lots for 
which they have submitted bids. However, the partici- 
pant in the auction may apply for one land lot which he 
does not have entirely enough rated hectares to acquire. 


4.3 Participants in the auction must have a sufficient 
number of share rubles to acquire the property lots 
applied for at starting prices. 


4.4 Participants in an auction of working capital must 
list the desired number and total value of output at 
starting prices per unit in the bids. 


4.5 The Commission checks the accuracy and complete- 
ness of each bid filled out and demands that changes be 
made in them if there are mistakes. 


5. The Procedure for Presenting Lots at Auction 


5.1 When an auction is held, the land lots are presented 
in the following order: plowed fields, perennial plant- 
ings, hayfields, and pasturelands. Plowland lots are pre- 
sented by crop rotations, fields, and plots. Hayfield and 
pastureland plots are presented in the manner indicated 
in the official land inventory document. For purposes of 
conducting the auction, fallow lands are included in one 
of the types of farmland according to its actual use. 


5.2 Lots of fixed capital are indicated by categories 
(tractors, trucks, combines, livestock farms, and so 
forth). In these categories lots are presented in order of 
diminishing starting prices—from the more expensive to 
the less expensive. 


5.3 Lots of working capital are presented indicating the 
places they are located. 


5.4 An auction is conducted in three rounds. In the first 
round, lots where there is more than one claimant are 
presented; in the second—lots with one claimant; and in 
the last—unclaimed lots. 
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6. Notification of the Conduct of an Auction 


6.1 Each participant in an auction receives official 
notification that the bid was accepted and also receives 
the following information: 


the place and time the auction is to be conducted; 
the rules for conducting the auction; 


the list of participants in the auction indicating the 
auction number and the purchasing power of each; 


lists of land and property lots by rounds indicating the 
starting prices of the bidders for each lot. 


7. General Rules for Conducting an Auction 
7.1 The following persons are present at an auction: 


the participants in the auction and their representa- 
tives; 


the chairman of the Commission or his authorized 
representative; 


an auctioneer who is not a holder of a land or property 
share of the farm; 


the auctioneer’s assistants and secretaries; 
a representative of the rayon administration. 


7.2 In the event any of the participants in the auction fail 
to appear, the chairman of the Commission or his 
authorized representative decides the question of the 
possibility of holding the auction with these persons 
absent. 


7.3 An auction is public. 


7.4 Each participant in the auction may be represented 
by several persons, but he must appoint only one of them 
as the person authorized to make decisions at the auction 
and sign the protocol. 


7.5 An auction is considered begun the moment the 
auctioneer announces the auction’s rules of conduct and 
bidding intervals. 


7.6 The recommended bidding interval of the auction is 
established at between | and 5 percent of the previous 
price. Exceptions are made at the auctioneer’s discre- 
tion. 


7.7 The auctioneer announces the lots in accordance 
with the order established in advance. The auctioneer 
announces the following information for each lot: 


the number of the lot; 


a description of the lot—the number of hectares, the 
type of land, and the location or description of the 


property, 


the starting price in points per hectare and the total 
number of rated hectares for each land lot presented; 
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the price in share rubles for lots of fixed capital; 


the price in share rubles per unit of property for lots 
of working capital; 


the numbers of applicants who submitted bids for the 
lot; 


the price change intervals in rated hectares or share 
rubles. 


7.8 During the auction, a protocol of the auction is made 
up; it indicates what lots were acquired, by what partic- 
ipants, and at what price. Besides the participants in the 
auction, the protocol is signed by the chairman of the 
Commission or the authorized representative of the 
agriculture administration (at a property auction), the 
representative of the rayon committee on land resources 
and land management (at a land auction), and the 
auctioneer. 


7.9 All disputes which arise during the auction are 
decided by the auctioneer. When the bidding is over, all 
official statements on violation of the procedures for 
conducting the auction are examined by the Commis- 
sion, which makes the final decision on them. 


7.10 The auctioneer’s assistant announces the pur- 
chasing power (in rated hectares or share rubles) of each 
participant every 20 lots. 


8. The Procedure for a Land Auction 


8.1 During the bidding, the price is expressed in points 
per hectare. 


8.2 The auctioneer, before bidding begins on a lot, 
announces the value of incomplete production on this 
plot (assuming it exists) which the participant who wins 
will have to pay in share rubles. 


8.3 In the first and second rounds of the auction, the 
participants have the right to lay claim only to those lots 
which they applied for, but in the third round all 
participants may lay claim to all lots. 


8.4 In the bidding process, the auctioneer announces the 
price for the lot, and buyers express readiness to acquire 
the proposed lot at the indicated price by raising their 
number. A participant has the right to name the next 
price. 


8.5 When participants refuse to acquire a particular lot, 
this lot moves to the third round. 


8.6 After the next price is announced, the auctioneer 
calls the number of the buyer who in his opinion was the 
first to raise his number. The auctioneer’s assistant 
confirms that the participant applied for this lot and has 
sufficient rated hectares to participant in the bidding. 


8.7 When a land auction is held, the participants may lay 
claim to a land lot even if they do not have sufficient 
rated hectares to acquire this lot. In the event the 
participant wishes to lay claim to a land lot and does not 
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have sufficient rated hectares to acquire the whole lot at 
the starting price, he must announce his intention to lay 
claim to this lot at the start of the bidding on this lot. If 
during the bidding it becomes clear that the rated hect- 
ares the claimant has are insufficient to acquire the 
entire lot, the auctioneer must inform the participants of 
this and announce the number of rated hectares this 
claimant has. 


8.8 The bidding on a lot is considered over if one and the 
same price is announced three times and a new claimant 
does not raise his card. 


8.9 The participant who agreed to the highest price, that 
is to say, the one whose number the auctioneer called 
last, is considered the winner of the bidding for the lot. 


8.10 If the winning claimant to the land lot does not have 
sufficient rated hectares to acquire the entire lot, he 
receives part of the lot in hectares corresponding to the 
number of rated hectares this claimant has divided by 
the price in points per hectare which he proposed. This 
winner must use his remaining rated hectares to acquire 
this lot. In this way, each bidder may acquire part of a lot 
only once during an auction. 


8.11 If part of the land lot is sold, the remaining part of 
it is presented at the starting price in the third round as 
a new lot. 


8.12 When the bidding on a particular lot is over, the 
auctioneer declares the lot sold and also announces the 
number of the winner, the size of the plot acquired, and 
the acquisition price in rated hectares. 


8.13 When the bidding on a particular lot is over, the 
auctioneer’s assistant records the number of the winner 
and the acquisition price in points per hectare and for 
the entire purchase in the auction protocol. The winner 
signs this line of the protocol. 


8.14 In the third round, the auctioneer adjusts the 
starting prices by multiplying them by a factor which is 
calculated as the ratio of the sum of rated hectares the 
participants have to the sum of remaining lots at the 
starting price. This factor is calculated to 2 decimal 
points. It is calculated after each lot. 


8.15 Each lot not acquired during the first two rounds is 
presented in the third round. Lots not acquired during 
the last round are presented again at the end of this 
round at the starting price with consideration of the 
factor as envisioned in point 8.14 of these Rules. 


9. The Procedure for the Fixed Capital Stage at a 
Property Auction 


9.1 During bidding the price is expressed in share rubles. 


9.2 Land improvement systems, unused outlays, and 
perennial plantings, as well as lots of incomplete agricul- 
tural production, are transferred at the start of the 
property auction at starting prices to those participants 
in the auction on whose land plots these lots are located. 
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9.3 During the bidding process, the auctioneer 
announces the price for the lot and the buyer indicates 
his readiness to acquire the proposed object for the 
indicated price by raising his number. 


9.4 When there are no people who want to acquire a 
particular lot, this lot is carried over to the third round. 


9.5 After the next price is announced, the auctioneer 
calls the number of the buyer who in his opinion raised 
his number first. The auctioneer’s assistant confirms that 
the participant applied for this lot and has a sufficient 
number of share rubles to participate in the bidding. 


9.6 Bidding on a lot is considered over if one and the 
same price is announced three times and a new claimant 
does not raise his number. 


9.7 The participant who agreed to the highest price, that 
is to say, the person whose number the auctioneer called 
last, is considered the winner of the bidding for this lot. 


9.8 When the bidding on a particular lot is over, the 
auctioneer declares the lot sold and also announces the 
number of the winner and the acquisition price in share 
rubles. 


9.9 After the bidding on a particular lot ends, the 
auctioneer’s assistant records the winner’s number and 
the price for the lot in share rubles in the auction 
protocol. The winner signs the protocol on the appro- 
priate line. 


9.10 Before the third round of the property auction 
starts, the working capital stage is conducted, as envi- 
sioned in Section 10 of these Rules. 


10. The Procedure for the Working Capital Stage at an 
Auction For Selling Property 


10.1 During the bidding, the price is expressed in share 
rubles per unit of property (grain, potatoes, gasoline, and 
so forth). Only those who submitted a bid participate in 
the bidding for each type of output. 


10.2 During the bidding process, the auctioneer 
announces the price in share rubles per unit of output 
(rubles per tonne, kilogram, and so forth), while the 
buyer indicates his readiness to acquire the quantity of 
output bid for in advance at the starting price by raising 
his number. 


10.3 The auctioneer’s assistant totals up the quantity of 
output bid on by the buyers and announces to those 
present whether the bids exceed the total amount of 
output indicated in the lot or not. 


10.4 In the event the volume of output bid on exceeds 
the volume indicated in the lot, the auctioneer raises the 
price and asks the participants to make new bids. 


10.5 If the total output bid on proves to be less than that 
indicated in the lot, the bidding is terminated. The 
participants in the bidding who announced their desire 
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to acquire the output at the last price named win the 
amount of output which was in their last bid. 


10.6 If there is output remaining on a working capital lot, 
it is carried over to open bidding in the third round. 


10.7 When the bidding on the lot ends, the auctioneer’s 
assistant records the numbers of the winners, the amount 
of property acquired by each participant in the auction, 
the acquisition price per unit of output, and the total 
value of the purchase in the auction protocol. The 
winners sign the appropriate lines of the protocol. 


11. Completion of a Property Auction (the Third Round) 


11.1 In the third round, lots of fixed and working capital 
are put up for sale. First lots for which there were no bids 
and then lots which were carried over from previous 
rounds are presented for bidding. 


11.2 Before each lot is sold, the auctioneer announces the 
starting price, the price-reduction factor, and the new 
price. The factor is calculated as the ratio of the total 
share rubles the participants have to the total value of the 
unsold lots of fixed and working capital at starting 
prices. Both sums are announced to the participants with 
each change in the factor. The factor is calculated to 2 
decimal points and rounded up. The price of each lot is 
determined by multiplying the initial price by the factor. 


11.3 Lots which no one wanted to buy are presented at 
the end of the list at the starting price. 


11.4 The third round continues until all the lots are sold 
or until the participants have spent all their share rubles 
or the participants refuse to buy but still have share 
rubles. 


11.5 It is wise to end an auction with the sale of a lot of 
working capital allowing a division into parts (potatoes, 
corn, and so forth). In this case the remainder of the lot 
is distributed among the participants proportional to 
their remaining share rubles. 


11.6 If the remaining share rubles of particular partici- 
pants do not allow them to buy the lot of fixed capital, 
participants are allowed to join together to buy the 
particular object. This object will be assigned to the 
general share ownership of the participants who bought 
it. Subsequent mutual accounts settlements and interre- 
lations of those partners who joined together in the 
purchase are determined by mutual agreements. When 
participants join together, one of them turns over his 
share rubles in full and stops bidding. The association 
must be completed before the start of bidding for the 
particular object. 


11.7 At the end of the third round, when lots are 
presented a second time, the auctioneer may call them in 
order or propose to the participants that they indepen- 
dently name the lots they want to claim. 


11.8 If at the end of the third round, the participants still 
have share rubles and there is unsold property but no one 
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wants to acquire it, the auctioneer is required to warn the 
participants that the unspent share rubles will be lost, the 
bidding will be terminated, and the unclaimed property 
will be transferred to the Commission for sale or write- 
off. In the auction protocol, across from each lot of 
property not claimed by a purchaser, the name of the 
Commission is indicated and the price of the lot is given 
(with consideration of the price-reduction factor). For 
these lots the chairman of the Commission instead of the 
buyer is registered in the protocol. If all the share rubles 
are not spent, the notation “refused to use the property 
shares” is entered in the protocol, and then the numbers 
of those who refused, the total amount refused, and the 
signature of the participant in the auction are indicated. 


12. Exchanging Land Plots and Property 


12.1 For two weeks after the auction is over, the partic- 
ipants in the auction who gained land plots and property 
may exchange them. The sides submit bids to the Com- 
mission in written form. By its decision the Commission 
ratifies that the exchanges have taken place and makes 
them official as supplements to the auction protocol. 


Impact of Import Tariffs on Food Prices 


944Q00510A Moscow DELOVOY MIR in Russian 18-24 
Jul 94 pp 12-13 


[Article by Aleksandr Tolokonnikov, Veronika Yeli- 
seyeva, Yelena Burtseva, Antonina Kazantseva and 
Yelena Rytsareva, a DELOVOY MIR group of experts, 
based on information from the Marketing Research 
Agency, under the heading “Trade”: “Even Low Tariffs 
Could Worsen the Situation in the Market’’] 


[Text] The three months that have passed since the last 
market analysis of food products have demonstrated that 
despite low tariffs (introduced in March of this year) and 
a chronic shortages of many types of food, the assortment 
offered by trading enterprises has worsened substantially 
in comparison to early spring. In addition to objective 
reasons (the dacha season and the vacation season) there 
are also subjective ones. Imported products are out of 
reach for the overwhelming majority of the population due 
to their increasing cost. The decrease in demand has in 
turn resulted in a drop in the importation of high-quality 
products and a simultaneous increase in shipments of 
cheap, low-quality items. This situation has had a nega- 
tive effect on commerce in general, and in the regions 
stores have begun refusing to accept imported products. 
Most important, there has been a substantial change in 
the food product consumption structure among a signifi- 
cant portion of Russia’s population. 


DELOVOY MIR experts have analyzed the situation that 
currently exists in the food market and have come up with 
several recommendations regarding the sale of imported 
goods. 


Is 15 Percent a Little or a Lot? 


In the spring of this year domestically-produced food 
products were selling better in Moscow than imported 
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ones. However, starting in April daily revenues from the 
sale of imported food products began to approach reve- 
nues from the sale of domestic ones. During morning 
hours our products are purchased more readily, because 
they are cheaper; in the evening, when they are not 
available, customers have no choice but to take the more 
expensive imported products. 


By the start of the summer the expected price conver- 
gence between many domestic food products and 
imported ones had not occurred. Demand had not 
changed in comparison with the summer and fall of last 
year, despite the fact that customers continues to assess 
a product’s quality on the basis of its price. There were 
also changes in the volume and structure of supply, and 
this was immediately reflected in the retail price of many 
food products. 


A special study allowed us to determine the reasons for 
the declining supply of food by importers and domestic 
producers, as well as the change in the retail trade 
assortment. Furthermore, it helped us analyze the rea- 
sons for successful sales of certain products and unsuc- 
cessful sales of others, and which factors were most 
effective in attracting a customer’s ruble in a given 
situation. 


As before, the study was conducted at 60 Moscow food 
stores. Then three types of marketing policy were 
defined. Each of these was based on a specific assortment 
of products, calculated to obtain the greatest amount of 
revenue. This time we are using the same method, and 
also dividing stores into three types based on the avail- 
ability of imported products. 


As a result, as before the largest group of retail enter- 
prises were those where the percentage of imported food 
products in their overall assortment was less than 50 
percent of their selection, a total of 33 percent of the 
enterprises studied (in the previous study there were 56 
percent of stores in this group). 


Stores with amounts of imported products ranging from 
50 to 70 percent comprised the second group, which 
accounted for 46 percent (previously 32 percent). Those 
with more than 70 percent imported products accounted 
for 21 percent (12 percent last fall). 


We ranked the effectiveness of each of these three 
groups’ product selection policy with the aid of a stan- 
dard criterion that is widely used in the economics of 
retail trade: the correlation between a store’s daily turn- 
over and its sales space. For example, last fall in order to 
achieve maximum revenue (i.e. to make maximum use 
of each square meter of sales space), the optimum 
correlation between imported and domestically- 
produced products would have been a ratio of 20 percent 
to 80 percent. 


Attempts to determine the optimum correlation between 
the quantity of imported and domestically-produced 
products in stores’ assortments in the spring and summer 
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of this year, oddly enough, proved unsuccessful. The 
reason was simple: their assortment had decreased so 
much in comparison to last year that this was no longer 
possible. Depending on the type of product, on average 
assortment has decreased by 20-45 percent. Accordingly 
(on average at virtually all the stores) there has not been 
an increase in comparison to last year in daily turnover 
per square meter of sales space. Turnover has remained 
virtually unchanged, and that despite a significant 
increase in retail prices. Since retail volume has not 
increased despite rising prices, that means there are 
fewer customers. 


It is obvious that increasing the assortment of imported 
food products while decreasing the assortment of 
domestic ones does not increase a store’s profits (inci- 
dentally, in the summer and early autumn reliance on 
imported products was in fact more effective). Why, 
since there has been virtually no change in demand? 


As indicated by an analysis of retail trade and consumer 
demand, the main reason for maintenance of daily 
turnover at the previous level is that customers no longer 
have much choice between imported and domestic prod- 
ucts when buying sausage and meat products, fish, fish 
products, various canned goods and canned fruits, 
cheeses and several types of dairy product. 


The availability of imported products in a stores attracts 
wealthy customers who also purchase some domestic 
items at the same time. However, in comparison to last 
year less wealthy customers have begun buying less 
imported sausage, meat products, butter, cheese and 
yogurt, primarily due to rising prices. 


Can it be that such significant price increases and the 
corresponding decline in demand are due to tariffs? As 
you are aware, customs duties for food products do not 
exceed 15 percent of a product’s value. 


In order to understand how these duties have affected 
demand, we, as in our previous study, employed a table 
of intersecting elasticities, the Frisch grid (see Table 1). 


It is clear that in general « sharp price increase for a given 
product decreases the demand for that product (direct 
elasticity of demand change proportional to price 
increase). Generally speaking, a smooth price increase 
for a product does not result in decreased demand; this 
applies only to cheap products. 


As for more expensive food products, primarily 
imported ones, demand for tiiciii has a notable feature: 
even despite an insignificant increase in their price, 
demand may shift to cheaper products, thus encouraging 
price increases for those products in another sector of the 
retail market (intersecting elasticity). Furthermore, 
changes in demand cause changes in supply. As a result 
of this there is a reduction in the number of importers 
and a decline in the volume of supply accompanied by 
the same or insignificantly reduced demand, thus 
encouraging higher prices. 


The figures in Table | illustrate how demand changed as 
a result of higher prices when tariffs were introduced for 
all food products. For example, according to our calcu- 
lations and estimates by dealers, under a 15-percent 
import tariff prices increases for imported sausage 
during the April-June period ranged from 35 percent to 
60 percent, depending on the type of sausage, while 
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similar types of domestic sausage increased in price by 
20-30 percent during the same period, with sales vol- 
umes for both declining by 50 percent and 15 percent, 
respectively. 


Based on monitoring of 55 sausage importers conducted 
in September 1993 and February and June 1994, the 
assortment offered decreased from 18 types to seven. By 
summer the amount of sausage items offered by 
importers had decreased by a factor of almost two. There 
was also a change in the assortment of sausages offered 
by domestic producers. During the same observation 
period the number of sausage types on sale decreased 
from an average of nine to an average of four types. 
Attempts to supply cheap imported sausage to Moscow 
and the regions were not successful, and moreover elic- 
ited a spate of critical articles about its poor quality both 
in central and local publications. 


Since the price of imported sausages is higher than 
similar domestic ones by an average of 30-80 percent, 
customers’ total expenditures for that product have 
correspondingly increased by a factor of three or four 
despite a total decline in consumption of it by a factor of 
1.3. Changes in production volumes and prices have 
contributed to a situation in which, whereas last year 
imported sausages comprised only one-tenth of a con- 
sumer’s daily consumption, now they account for one- 
fourth. 


Price increases for domestic and imported sausages have 
decreased demand for them overall by almost 50 per- 
cent, while creating increased demand for potatoes (by 
18 percent), for cereals (by 11 percent), for bread (by 12 
percent) and for chicken legs (by 8 percent). 


Table | presents two values for the coefficient of inter- 
secting elasticity (with introduction of a 15 percent 
import tariff and a corresponding increase or decrease in 
imports), since the intensity of intersecting demand 
switching depends to a considerable extent on the inten- 
sity of price increases for the basic product and on the 
corresponding increase or decrease in the number of 
importers. 


We should note that this calculation can prove correct 
not only on the condition that prices for imported 
sausage during the period definitely change by 15 per- 
cent—they could rise, but by a smaller amount: what is 
at issue is relative price dynamics. For example, if 
imported sausage increases in price by 15 percent and 
domestic sausage by 20 percent, that means that 
domestic has become 5 percent more expensive than 
imported, and demand switching will occur in accor- 
dance with the lefthand coefficient of the Frisch table at 
the intersection of the columns for “imported” and 
“domestic” sausage. 


Expecting the introduction of new tariffs, in early March 
importers sharply raised prices for food products. In 
April this situation was repeated, and price increases 
were observed once again. The increasing cost of 
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imported food products coupled with stable supply 
volume and prices for domestic products caused a sharp 
drop in demand for imported products, because the 
correlation between domestic and imported products fell 
out in favor of domestic ones (and that is understand- 
able, since they were substantially cheaper). Also playing 
a role was the fact that the quality of the imported 
product was often not the best. Many importers, in order 
to prevent their capital from being eroded, rushed into 
the regions with cheap sausages and cheeses. The pro- 
vincial shopper, not yet spoiled by overseas delicacies, 
naturally bought them all. But in those areas where the 
quality factor did not operate effectively a role was also 
played by local producers, who viewed the suppliers of 
cheap sausage and cheese as competitors. And since 
regional stores demand on local producers, they began to 
refuse not only to purchase imported products, they even 
refused to accept them for sale. 


Thus by the beginning of the summer virtually all types 
of imported sausage, dairy products, butter, margarine, 
canned goods, canned fruits, meat products and delica- 
cies had disappeared from stores. 


These conclusions are borne out by an analysis of the 
food product assortment conducted in 46 regions. It 
turns out that a majority of the population in oblast 
centers has no particular need of imported food prod- 
ucts. There are reasons for this. 


Firstly, with regard to assortment, local producers are 
fully meeting the public’s demand and needs, with the 
exception of delicacies and confectionery items (in the 
opinion of store managers). 


Secondly, many oblast centers have witnessed a powerful 
propaganda campaign aimed at discrediting the quality 
of imported food products. 


Thirdly, many store managers are as a matter of prin- 
ciple unwilling to accept imported food products for sale, 
feeling that Russian citizens should eat only domesti- 
cally-produced products. 


This fiscal protectionist policy by local producers and 
store managers, supported by local government, has 
resulted in the imported product market becoming 
almost completely closed to the overwhelming majority 
of commercial firms. One need only look at the products 
offered by local businesses (see Table 3) to see that their 
wares consist largely of the so-called “‘gentleman’s assort- 
ment’’—confectionery items and alcoholic beverages. 
However, the main reason for the absence of imported 
products is nevertheless the new import tariffs, as well as 
the fact that regional food product producers dictate 
their own terms both to store managers and to local 
governments. 


On the one hand, the 15-percent import tariff reduces 
production of domestic products and increases the pro- 
portion of imported products in daily consumption. On 
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the other hand, consumers’ expenditures for food prod- 
ucts are increasing, because the cost of imported prod- 
ucts is higher than domestic ones. As a result, prices 
become distorted, and the tariff plays a major role in 
this. 


.The Boomerang Effect 


It is becoming clear why there has been a decrease in the 
supply of imported products and increasing demand for 
domestic ones. As soon as the price of an imported 
product outstrips the corresponding domestic product by 
50 percent or more, consumers begin to see domestic 
products as less expensive, and the “price-consumption”’ 
curve for a given product turns toward the vertical axis 
of the grid (see Table 1), i.e. toward domestic products. 
Many consumers have begun to reject imported goods, 
replacing them during the latest round of prices increases 
with domestic products, the rate of price increase for 
which is lower than for imports. However, the unavail- 
ability of domestic products nonetheless forces con- 
sumers to purchase imported ones. 


If the price of domestic products rises to a certain level, 
for instance remains lower than analogous imports by 
20-30 percent, or if prices for imported products fall 
below those of analogous domestics, this forces a 
majority of consumers to eventually reject domestic 
products, substituting imports for them (See Graph 
l—in this case the consumer shifts to a new balance 
point “B,” which reflects a large volume of imported 
product consumption.) 


Thus, for products that consumers regard as of lower 
quality and cheaper in comparison with imports, the 
effects of mutual substitution will work in opposite 
directions. Customs duties have essentially no effect on 
consumption of imported products, yet efforts to shift 
price hikes (totalling more than 100 percent for some 
types of product) to the consumer have proved unsuc- 
cessful. The consumer, after considering an imported 
sausage, then proceeds to buy... domestic sausage. This 
will continue until such time as the quality of imported 
products remains at a low level, or when, being of 
comparable quality, their price will be 30-50 percent 
higher than similar domestic products. Otherwise a 
majority of food importers will have to change their 
product assortment or else import expensive, high- 
quality products. 


Incidentally, trade analysis indicates that the trend 
toward change in the assortment of imported products in 
favor of more expensive ones is becoming increasingly 
evident in stores. Unable to come up with a means to 
force consumers to eat expensive but not very high- 
quality products, some importers have switched to 
importing beer and juices, while others have begun 
importing delicacies. Today one out of two commercial 
firms has in its warehouses from several types to several 
dozen types of various delicacies. And a price compar- 
ison between the offering prices of foreign producers, 
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importers and retail stores indicates a price increase of 
60-100 percent at each stage in the chain. This indicates 
that importing delicacies is a profitable business. 


Use of the Frisch matrix when devising price policy 
makes it possible to change prices without significant 
loss of profits, not only when the prices of a direct 
competitor (one dealing in the same product assortment) 
increase, but also in the case of price increases on the 
part of a neighbor who sells other food products. Thus 
the Frisch matrix makes it possible to give food product 
sellers recommendations about how to sell their prod- 
ucts. For instance, in a case where some product on the 
food market is “breaking away” from the price dynamic 
for various reasons, then they should deviate from the 
optimum price level for their own product (today that 
clearly means raising the price) in accordance with the 
Frisch coefficients. 


Selection of a reasonable combination of domestic and 
imported products involves more than just developing 
the optimum assortment structure. The quality of the 
imported product is the most important thing. When 
comparing a low-quality, inexpensive product of foreign 
manufacture with a completely analogous Russian-made 
product, consumers prefer the domestic product, 
because the products also compete in terms of price. 
Today our stores mainly carry expensive products, tar- 
geting consumers with large incomes. This approach to 
product assortment on the part of importers is not 
completely justified. Stores and importers could ensure 
constant and guaranteed high levels of revenue by sup- 
plying high-quality and inexpensive food products, the 
consumer demand for which is not being met by 
domestic producers. 


In order to determine which products it will be most 
advantageous to import in the near future, we have 
combined all the products offered into four groups based 
on two characteristics: profitability and market satura- 
tion. 


The results of this attempt to categorize imported goods 
in terms of their degree of risk and efficiency of trade are 
presented in Table 4. 


A product’s position within a certain segment was deter- 
mined by us based on the correlation of “profitability- 
market saturation,” with each product described in 
terms of its marketing attractiveness. 


As is clear from Table 4, the lower segment—depressed 
relative to the previous season—has retained only eight 
various types of product. Reduction in shipments of 
meat items and canned fruits has put those products in 
the promising segment. Along with them, canned vege- 
tables, dairy products, fish and fish products could yield 
the greatest revenue for importers in the near future. We 
assert that it would be justified to take a risk on them. 
However, one must bear in mind that as market pene- 
tration increases, their position could change—they have 








This report contains information which is or may be copyrighted in a number of countries. Therefore, copying and/or 
further dissemination of the report is expressly prohibited without obtaining the permission of the copyright owner(s). 











FBIS-USR-94-090 
18 August 1994 


a chance of rising to the rank of strategic assets, or of 
winding up in the stagnant or depressed segments. 


There has been a drop in the number of product types in 
the stagnant segment. Currently there is only one 
product there: chocolate items. It would be best to 
purchase them in small quantities and under no circum- 
stances take a risk on them at the present time. 
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The minimum risk segment has gained some new prod- 
ucts, specifically sausage and meat items. These can 
probably be regarded as strategic, i.e. capable of serving 
as a primary source of trading profits over a period of 
several months. 


[Based on materials supplied by the Marketing Research 
Agency. Telephone: 351-90-09} 





Table 1: Change in Demand for Certain Products Accompanied by Price Increases for Others and a Corresponding 
Decrease (Increase) in the Number of Importers, April-June 1994 (Frisch Matrix) 












































Product Group Meat Items Domestic Sausage Imported Sausage Fish and Fish Cheese Eggs 
Products 
Meat Items -10 -w +19 —_ -12 -25 -19 -2 -10 -1 — _ 
Domestic Sausage +15 — -15 oe -38 -18 6 2 -19 I _ _ 
Imported Sausage -10 -10 +18 _ -50 -100 — -3 _ I _ 
Fish and Fish +10 -8 +16 = -19 1? lt) -12 _ 1 _ = 
Products 
Cheese 0 -2 +22 a -35 10 _ 1 -8 5 = -- 
Eggs -10 - — -15 ie -- l -10 a _ _ 
Butter -16 3 _ — 10 10 _ -2 $ 1 _ _ 
Chicken Legs 3 -§ +7 —_ +1 10 -20 | 3 —_ = _ 
Confectionery — _— —_— _ —_ — = _ _ am _ = 
Items 
Bread — _ +11 — +1 — 5 _ 2 —_— om po 
Potatoes 6 — +15 +3 i 10 — -2 -- a = l 
Pasta 3 -2 +22 _ 10 —_ 10 — 2 om om = 
Cereals 3 _— +9 _ +2 _ 10 om 2 = = -- 












































Table 1: Change in Demand for Certain Products Accompanied by Price Increases for Others and a Corresponding 
Decrease (Increase) in the Number of Importers, April-June 1994 (Frisch Matrix) (Continued) 





Product Group Batter 
























































Chicken Legs Confectionery Bread Potatoes | Pasta Cereals 
Items 

Meat Items -6 -1 +2 +1 —_ — _ — — _ 3 me 3 om 
Domestic Sausage -§ -1 +§ +1 -- _ _ — _ ~_ 4 — 3 = 
Imported Sausage a -1 +§ +1 —_ j — — _ — _ 3 om 3 _ 
Fish and Fish _ — +3 +} ea | «@ = = on = 2? = 3 ae 
Products 
Cheese -8 -1 +4 —_ — — _ — _ —_ +2 -_ +2 on 

d x ? = _ = _ = = = _ ? _ 
Eggs 5 +2 | +1 +? 
Butter -10 -6 +2 _ —~ aa - — _ — | +! — +2 a 
Chicken Legs -3 -! +§ +5 _ _ _ — — ~~ +1 a +2 — 
Confectionery —~ —_— _— — +2 +6 oom _ om _ os | «- = om 
Items | 

+ 

Bread -1 -! — — +§ +3 ame = a _ aot « +2 = 
Potatoes a +§ +1 —_ +1 _— — _ _ +1 +1 1 l _— 
Pasta 2 — +1 — _ +1 — —_ — _ +3 +4 ! 2 
— — —> —— Ee se 
Cereals 2 +1 — — +1 — — —_ — s i «i 1 3 
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(Column I shows decrease (increase) in the amount of 
demand, while Column Il shows the corresponding 
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decrease (increase) in the amount of supply with regard 
to another product (in percent).) 












































































































































Table 2 
Average Profitability, | Average Profitability, | Saturation, in Percent Minimum and Max- Minimum and Max- 
Spring 1994 Summer 1994 imum Wholesale imum Prices in Retail 
Prices for Importers, Trade, Summer 1994 
Summer 1994 
Vegetable Oil 50 56 48 2,000-2,400 1,900-3,800 
Sugar 15 13 64 650-700 660-920 
Cheese (Imported) 92 82 76 6,000-8,000 8,000-15,000 
Chewing Gum 90 105 96 12,000-15,000 14,000-20,000 
Cookies 45 65 72 6,000- 10,000 8,000-16,000 
Dairy Products 60 80 24 1,500-2,500 1,800-3,600 
Butter 35 50 28 2,800-3,000 3,200-3,800 
Pasta 30 40 20 700-1 ,000 900-1 ,800 
Rice 31 48 24 500-1200 600-2,500 
Sausage 62 90 96 8,000- 19,000 10,000-30,000 
Waffles 40 55 16 6,000- 12,000 8,000-20,000 
Sauces 28 33 44 2,200-3,400 2,800-3,900 
Chocolate 46 38 92 7,000- 15,000 10,000-20,000 
Buckwheat 25 46 20 400-800 1,000- 1,800 
Juices 67 72 84 1,500-1,800 1,800-2,900 
Candy 70 81 68 1,900-8,000 7,000- 12,000 
Meat Items 48 62 88 6,000- 19,000 12,000-38,000 
Bouillon Cubes 35 70 12 8,000-15,000 12,000-18,000 
Canned Fruits 34 80 16 1,200-1,500 1,900-2,800 
Canned Vegetables 69 92 16 1,200-1,900 2,600-5,500 
Fish and Fish Prod- 38 76 20 11,000-20,000 19,000-48 ,000 
ucts 
Table 3: The Regional Food Market 
Oblast Center Number of Companies Dealing in Various Types of Food (In Percent) 
1 2 3 4 5 6 7 wh u 10 
Kursk 1 1 33 22 23 
Syktyvkar 6 2 10 2 24 30 2 10 4 10 
Tambov 33 3 64 
Petrozavodsk 3 10 10 5 17 14 4 13 15 9 
Ivanovo 2 4 13 5 23 20 4 11 8 10 
Yaroslav! 12 25 13 25 13 12 
Lipetsk 25 14 21 7 4 7 11 11 
Kirov 10 5 10 35 15 10 5 10 
Voronezh 5 20 7 8 17 23 5 10 5 
Izhevsk 50 50 
Bryansk I 14 29 14 14 13 15 
Perm 5 2 8 15 29 20 2 8 8 3 
Kostroma 5 14 14 8 17 6 14 14 8 
Cheboksary 7 13 27 13 13 7 20 
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Table 3: The Regional Food Market (Continued) 

Oblast Center Number of Companies Dealing in Various Types of Food (In Percent) 

1 2 3 4 5 6 7 i] 9 10 
Volgograd 5 12 15 5 25 13 3 5 7 10 
Penza 6 13 5 21 18 il 3 6 9 8 
Yekaterinburg 14 10 15 18 6 3 13 15 6 
Astrakhan 5 2 14 2 25 14 il 9 7 il 
Tver 6 12 17 28 6 11 6 6 8 
Pskov 3 7 14 14 12 10 20 17 3 
Saransk 18 22 19 21 20 
Orel 25 8 25 24 18 
Yoshkar-Ola 9 18 9 18 27 5 14 
Vologda 20 20 10 10 10 10 10 10 
Belgorod 10 11 20 16 7 17 3 3 13 
Rostov-on-Don 20 20 20 40 
Samara 20 20 40 20 
Ryazan 22 14 7 21 8 22 6 
Smolensk 2 4 17 33 34 4 3 3 
Tatarstan 2 16 15 32 18 17 
Viadimir 33 34 33 
Murmansk 4 14 8 22 18 8 16 6 . 
Saratov 3 3 10 8 24 25 4 10 8 5 
Stavropol 10 3 6 12 24 24 6 6 9 
Chelyabinsk 5 14 14 6 15 23 2 12 5 
Nizhniy Novgorod 18 21 19 20 22 



































confectionery items; 7. fish and canned fish products; 8. 
meat products; 9. milk and dairy products; 10. other 
products.) 


(Numbers in the table refer to the following groups of 
products: 1. flour and pasta; 2. sugar; 3. vegetables, fruits 
and canned goods made from them; 4. non-alcoholic and 
cooling beverages and juices; 5. alcoholic beverages; 6. 





Table 4: Efficiency of Trade in Various Items 





Spring 1994 


Summer 1994 





Promising Segment 


1. Canned vegetables; 2. Fish and canned fish 


1. Canned vegetables; 2. Fish and fish prod- 
ucts; 3. Canned fruits; 4. Bouillon cubes; 5. 
Dairy products 





Minimum Risk Segment 


1. Sausage products; 2. Cheese; 3. Chewing 
gum; 4. Juices; 5. Dairy products 


1. Cheese; 2. Chewing gum; 3. Cookies; 4. 
Sausage products; 5. Juices, 7. [sic] Meat 
products 





Stagnant Segment 


1. Chocolate items; 2. Candy; 3. Cookies; 4. 
Butter 


1. Chocolate items 





Depressed Segment 





1. Sugar; 2. Canned fruits; 3. Sauces; 4. Waf- 

fles; 5. Millet; 6. [sic] 7. Pasta; 8. Buckwheat; 

9. Bouillon cubes; 10. Vegetable oil; 11. Meat 
products 


1. Sugar; 2. Vegetable oil; 3. Butter, 4. Pasta; 
5. Rice; 6. Waffles; 7. Sauces; 8. Buckwheat 
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Table 5: Consumer Preference In the Selection of Imported and Domestic Products 

Fall 1993 Spring 1994 Sammer 1994 
Sausage 25:1 12:1 4:1 
Cheese 5:1 I: 1:2 
Butter 4:1 1:1.5 1:2 
Canned fish 100:1 8:1 3:1 
Confectionery items 2:1 1:10 1:8 
Juices Il 1:10 1:15 
Canned fruits 1:2 1:12 1:15 
Poultry 1:1 1:12 1:16 

Table 6: Dynamics of Change in Form of Payment for Shipments 

Fall 1993 Spring 1994 Summer 1994 
100 percent prepayment 43 percent 46 percent 50 percent 
up to 30 percent prepayment 21 percent 27 percent 35 percent 
payment upon delivery 15 percent 14 percent 12 percent 
payment on basis of consignment 21 percent 13 percent 3 percent 
contract 














Ostankino TV Sociological Center Chief on 
Advertising 


944F0957A Moscow OBSHCHAYA GAZETA 
in Russian No 27, 8 Jul 94 p 13 


[Interview with Vsevolod Mikhaylovich Vilchek, chief of 
the Sociological Center of the “Ostankino” Television 
Company, by Pavel Khanin: “Expert Opinion: 
TeleAIDS and Antivirus’’; date and place not specified] 


[Text] The rating of television advertising (see, as always, 
the following page) [not translated] passed the test ten 
times with installments in previous issues of OBSH- 
CHAYA GAZETA. In fulfilling a promise to a reader to 
include a sociological aspect in the expert opinion column 
of KHIT-PARAD [Hit-Parade] “V. Ye. Ka” [not further 
identified] we asked the chief of the Sociological Center of 
the “Ostankino” Television Company, Vsevolod Vilchek, 
to answer a number of questions having to do with 
advertising and television. 


[Khanin] How long, Vsevolod Mikhaylovich, have you 
included questions that are related to television adver- 
tising in your measurements? 


[ Vilchek] We started to do this recently—the last time we 
examined advertising in a 24-hour period on five chan- 
nels at once. In so doing, we took into account such 
characteristics as the addressees of the advertising cam- 
paign, the categories of the objects being advertised, the 
geography and “nationality” of the advertising produc- 
tion, and the object itself.... We took into consideration, 
of course, ““mass’’ and “elite” advertising. The result 
turned out to be a bit frightful. The negative sense of the 
whole advertising activity became clear. It calls forth 
additional tension in society, which is traced back espe- 
cially well to a background of social stratification... 


[Khanin] Is this tension called forth indirectly or 
directly? 


[Vilchek] If directly, this is especially monstrous. An 
elementary example: The cry of your child: “Papa, buy 
[it for me]!” But papa, as a rule, cannot buy [it]. Every 
time has its planks, and society is happy or unhappy not 
because of whether there are many or few physical 
possessions in it. The point is in the level of accessibility, 
in the level of claims. In the end, some Papuans have 
nothing except their loin-cloths, and they live in har- 
mony with themselves. 


{Khanin] But on the other hand, civilization is stronger 
than they are, it intrudes through the investment of 
money in their lands, it builds banks alongside their huts. 
We have a similar situation, but there was always strat- 
ification. 


[ Vilchek] Previously it was traditionally removed: “You 
are a superior, you have a rich life; I am not a superior, 
but as to your life as a superior, in general, to hell with it, 
it costs me.” Now it is different: There are enterprising, 
lucky, and energetic people and so-called “‘simple mor- 
tals.” And this is normal. Only the abnormally devel- 
oping economy cannot give them the opportunity to 
come out: You will be whipped up with advertising of 
the latest “Mercedes” brand, but even if you are three 
times as fine a worker, you will not be able to buy this 
Car. 


[Khanin] Thus, advertising is, as it were, an illustration 
of this stratification. But they say the “simple mortals” 
have a popular protector—the shady operator Lena 
Golubkov.... 


[Vilchek] This, yes, but let us look at what we have. In 
contrast to “soap operas,” advertising nevertheless 
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shows real life. A different, but real life. All these 
five-star hotels and beaches do exist all the same. But 
this is an alien reality. In our country it operates not as a 
commercial factor, but as a psychological irritant. The 
overwhelming majority receives less than 200,000 
[rubles] per month, but every evening is “offered” what, 
in principle, he cannot perceive as attainable. Yes, 
stratification is natural, yes, the principle “do as I do” 
must awake stimulating feelings. But what is unattain- 
able in principle cannot call forth anything except irri- 
tation. 


[Khanin}] But, you know, MMM in particular points to 
accessibility. Indeed, “the simple mortal’ can acquire a 
share. At MMM this idea is being actively drummed in. 


[Vilchek] The rollers of MMM—this is the epos of our 
time, an important phenomenon of shallow culture, 
which is generated organically by stupidity. 


{Khanin] Almost according to Bakhtin. 


[Vilchek] Yes, this, if you wish, is postsocialist popular 
literature. There was Vasya Terkin, he became—Lenya 
Golubkov. He, incidentally, is very interesting still more 
because the viewer can identify with him. This is easier 
than to compare oneself with models. “He is the same as 
I am.” 


[Khanin] The slogan of Zhirinovsky’s election campaign 
sounded like that. 


[Vilchek] We do not realize that the majority of people 
are really very similar to this Lenya, although they make 
fun of him.... This advertising does not induce any 
activity. Believe us—and only us. A field of wonders. 
But, you know, there are lines, the effect exists, this is 
what is terrible. People are prepared for deception, yet 
there is the secret “but what if.” It is clear that this is 
doomed; I even asked my computer operators to calcu- 
late when the explosion will happen and everything will 
be over. The fact that this will happen is obvious. 


{[Khanin] The effect of attraction is clear. But the effect 
of degradation? 


| Vilchek] I chuckle, but then I think: Why do our people 
produce such, excuse me, dung? And I find it very 
unpleasant to live in such a society among idiots with 
two convulsions. They coerce me with cynicism—‘“look 
what kind of people you are!””—and in so doing force me 
to be present as well. I am a part of this people and I 
understand these rollers as concealed insults of it. 


[Khanin] Television understands that it deceives people? 


[Vilchek] No matter how much state television claims 
that it is not responsible for the content of advertising, 
the public, if it is not deceived, looks at the screen as at 
a hostile spectacle. Seventy percent of the viewers 
believe that this does damage to television, that it lowers 
its authority. 


[Khanin] And advertising becomes part of ideology? 
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[Vilchek] In the sense of sensation of the world, yes. In 
that we do not have any other “ideological” sensation of 
the world, except the market one. Let it be, that is the 
way of the world, but let it be harmonious and honest! I 
do not want a double morality, a double game. 


[Khanin] Part of this double game, probably, is hidden 
advertising. 


[Vilchek] Yes, this is what I want to study now. I have 
already developed the program ‘‘Anti-Virus.”’ Inciden- 
tally, I cannot imagine hidden advertising on commer- 
cial TV, there it is not needed, there everything is in the 
open. They are more correct than the “state [TV pro- 
grams]’’—I cannot imagine that the NTV channel would 
do an “innocent” interview with a banker on the subject: 
“What is brand new in the world of banking?” in the 
program “‘Segodnya” [Today], as Arina Sharapova does 
in “Vesti” [News]. The hidden advertising on state 
television seduces it, this is pure corruption. The “fourth 
power’’ is selling of its own accord. You know, after this 
you don’t believe in anything in general that is broadcast 
by the channel. 


[Khanin] And all the same, the viewer gets used to the 
advertising? 


[Vilchek] Little by little, yes. One can get used to a great 
deal. You know, freedom is a good thing, and in the end 
the more correct television channel will be victorious, as 
well as the advertisers who understand that it is neces- 
sary to move in the direction where less irritation is 
called forth, where there is no double morality, and 
where there are only professionalism and the criteria of 
its quality. Sociology, as I see it, is capable in one degree 
or another of influencing all who are engaged in adver- 
tising, even if the results of our work are not very joyful. 


[Khanin] You will start to “cleanse” the air waves of 
hidden advertising, publish your own data, and... hire a 
bodyguard? 


[Vilchek] They have already wrung out “good ratings’-of 
programs from me, promised bribes, etc. It is difficult to 
“reach agreements” with sociology; like facts, it is a 
stubborn thing. And thus... (he laughs) I calculated the 
price for a 1 percent addition to the ratings of broadcasts 
with hidden advertising. Only the feeling of humor is, 
unfortunately, not contagious. 


REGIONAL AFFAIRS 


Registration of Foreign Visitors Urged 


944F 1236A Novosibirsk SOVETSKAYA SIBIR 
in Russian 11 Aug 94 p 1 


[Unattributed article under the rubric “In the Oblast 
Administration”: “Let There Be Order, Albeit Tempo- 


rary’’] 


[Text] Since the collapse of the Iron Curtain, it has 
become a simple matter, a matter of money, for foreign 
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citizens to visit our country both on business and 
without any business. We are of course a hospitable 
country, bul uninvited guests create certain problems, as 
a rule. We need a law controlling and regulating the 
presence of foreign citizens in the country, but our 
legislators have not gotten around to it. For this reason, 
each oblast has itself been attempting to regulate the 
treatment of people who arrive under a labor recruit- 
ment program, or the freelance ‘“‘shuttlers’” who linger 
too long here in Novosibirsk and even—God knows 
how—contrive to get settled in at student, worker, and 
professional-technical institution dormitories. These for- 
eign citizens enjoy far from inexpensive social benefits 
and privileges, thereby indirectly increasing the burden 
placed on the local treasury. In addition, some arriving 
foreigners make their way onto the criminal statistics 
charts. 

In order to regulate the presence of foreign citizens in 
Novosibirsk Oblast and ensure their compliance with 
certain regulations, as well as guarantee their rights, the 
oblast administration adopted a decree signed by I. 
Indink in accordance with Point 4, Article 76 of the 
Russian Federation Constitution— ‘On Temporary Pro- 
cedure Governing the Stay of Foreign Citizens in 
Novosibirsk Oblast.” It is recommended that the heads 
of rayon administrations and the mayor of Novosibirsk 
officially approve the listing of hotels and dormitories to 
be used for housing foreign citizens. 


A mandatory requirement was presented for registration 
of foreign passports: the arrival of foreigners and their 
itinerary in the oblast must henceforth be coordinated 
with the Novosibirsk Oblast directorate of the Federal 
Counter-Espionage Service on the eve of the guests’ 
arrival. Compliance with regulations governing conduct 
in the oblast will henceforth fall under the control of the 
Ministry of Internal Affairs directorate 


The decree is in no way discriminatory since the proce- 
dures established primarily envisage certain obligations 
toward foreigners on the part of the organizations and 
private individuals receiving them, as well as responsi- 
bility for the behavior of the invitees. Juridical persons 
intending to invite and utilize foreign manpower will 
henceforth have to resolve this matter through coordi- 
nation with the oblast migration service. After all, we 
have our own refugees, unfortunately, for whom jobs 
must be found. 


The administration decree regulates the issue and pro- 
cessing of appropriate documents with respect to for- 
eigners, the procedure for registration of these individ- 
uals and, when necessary, procedure for evicting them 
from the oblast. 


Kazan Land Reform Chief on Privatization 
944F1250A Kazan KAZANSKIYE VEDOMOSTI 

in Russian 12 Aug 94 p 4 

[Interview with R. Nagayev, chairman of the city com- 
mittee for land resources and land reform, by I. Igna- 


tyeva; place and date not given; under the rubric ‘‘First- 
hand”: “Land Privatization Is Off For Now”} 
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[Text] KAZANSKIYE VEDOMOSTI already reported 
(No. 113, 15 June) that owners of orchard and garden lots 
feel right now as if they are sitting on a powder keg. Try 
to remain calm when, in keeping with the law on land 
reform, the enterprises that in the past were allocated 
plots for collective gardens must obtain new documents for 
them before 1 January 1995, when old decisions will 
become null and void. 


The law envisages different forms of ownership for the 
land cultivated by city residents, but the Kazan admin- 
istration is leaning toward one option—temporary use 
arrangements for the plots. The explanation given is that 
the local authorities are unsure how the development 
envisaged in the master plan will proceed. 


Transfer of land into temporary use (as it stands, for 10 
years) gives gardeners jitters, however. Ten years from 
now documents will have to be reissued again. And 
nobody knows what the official stand will be at the time 
of the new contract. It is hard to cultivate and pamper 
one’s lot under such conditions—what if it is later taken 
away? 


The republic government on 3 March adopted a decree 
“On Approving the Temporary Statute on the Proce- 
dures of Buying and Selling Land Lots by Republic of 
Tatarstan Citizens and the Standard Form of the Land 
Lot Purchase Contract.” The document's name says a 
lot, and what follows from it first and foremost is that 
land may be sold and bought. 


We asked R. Nagayev, chairman of the city committee 
for land resources and land reform, to clarify the situa- 
tion. 


[Ignatyeva] Robert Timerbayevich, quite enough time 
has passed since this document was adopted, but we do 
not really see it work. 


|Nagayev] I think the residents have no reason for 
anxiety. If they had been given land, they will keep it 
Kazan residents will get land lots for lifetime possession 
or use with the right of succession. There is a decree No 
255 of the head of the city administration on the 
subject—“‘On the Procedures of Granting the Rights to 
Land Lots to Citizens, Enterprises, and Organizations,” 
dated 29 March 1993. 


Privatization of plots, that is, transferring ownership in 
them, is another matter... 


[Ignatyeva] But city residents have long been selling their 
lots to one another, except that the treasury does not get 
anything from it. 


{ Nagayev] As you know, a new master plan for the city is 
being drawn now, and until this work 1s done, lots will be 
transferred into lifetime possession with the right of 
succession on the basis of the head of the city adminis- 
tration’s decree No. 819, dated 12 August 1993, “On 
Changes and Additions to the Republic of Tatarstan Law 
‘On Land Reform’.” 
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(On 2 August, the acting head of the city administration, 
N. Khayrullin, extended the effect of this decree until 
January 1995). 


Currently Kazgorkomzem [Kazan city committee for 
land resources and land reform] specialists together with 
the staff of AO [joint-stock society] Kazgrazhdanproekt 
and the Kazan main architectural administration are 
developing a mechanism for transferring land into own- 
ership. They look separately at the specificities of each 
particular segment after taking into account the new 
master plan. The work will be finished approximately in 
the end of November—beginning of December. 


(Unfortunately, Robert Timerbayevich did not answer the 
question why a land lot cannot be privatized, for instance, 
in Kinderi or Salmachi. What do they have to do with the 
Kazan master plan?—I.1.). 


[Ignatyeva] Kazan residents buy lots not only within city 
limits but also in rural areas, for instance, in Pestrechin- 
skiy Rayon. It is assumed that when you buy a house you 
have the right to own the land. Many city residents 
would like to formally document it. How do they do this? 


[Nagayev] In keeping with Article 27 of the republic 
Land Code, the right of ownership to a house also coveys 
the right of possession and use of the land lot. Appro- 
priate documents in rural areas are issued by rural 
soviets together with rayon committees on land use and 
land reform. 


As to the size of the lot, the Tatarstan law “On Land 
Reform” says that a city resident has a right to purchase 
a land lot in the rural area not exceeding in size 20 
hundredths of a hectare, to be used as a personal auxil- 
iary plot. 


[Ignatyeva] Kazan residents whose orchards are not far 
from the compressor plants recently visited our editorial 
offices. They said that the document showing this coop- 
erative’s right of possession to the land ostensibly had 
been misplaced, and they may be asked to vacate the 
land at any time. Could it be that it was to someone’s 
benefit to misplace this document? These orchards are 
practically within city limits, and this area is quickly 
being developed, with comfortable cottages going up 
fast. 


[Nagayev] Cottages are being built everywhere these 
days, and there is no reason to think that there is an 
intent to squeeze anybody out. 


If the documents have indeed been lost, they should have 
them restored through the city archive. They could not 
possibly get lost there. If the search is unsuccessful, the 
gardeners should come to Kazgorkomzem at 5 Lenin 
Street. 


[Ignatyeva] City residents have a lot of questions 
regarding the cost of land. In Moscow it increased 
50-fold. How is it here? 
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[Nagayev] We also use a coefficient of 50 for nonagri- 
cultural land. But this is for legal persons. For physical 
persons, meaning people who own orchards and vege- 
table gardens, dachas, personal garages, and auxiliary 
plots, the rent in the rural area is RS per square meter of 
land, and R10 in cities and urbanized settlements. On 
the territory of Kazan, these rates are adjusted by a 
coefficient of 2.6. Making it R26 per square meter. 


[Ignatyeva] Let us clarify the mechanism of land fees. 


For instance, there are two kiosks on the same territory. 
One is selling newspapers, and the other—Snickers. 
Sometimes a third one springs up next to them. Since it 
is mobile, it is here today and someplace else tomorrow. 
What taxes do all three kiosks pay? 


[Nagayev] Commercial kiosks pay rent. In the central 
part of the city, it is approximately R220,000 per one 
square meter of land, and in the outskirts—R1 10,000. 
The amount depends on the length of the lease contract, 
the type of the object, and its location. 


State and municipal kiosks in the central part of the city 
pay R550 per square meter, and R155 in the outskirts. 


(R. Nagayev could not say anything concrete regarding 
mobile kiosks. Apparently the city administration has not 
yet considered this question. After all, mobile kiosks are a 
recent phenomenon.—I.1.). 


{Ignatyeva] Land issues came up at the latest session of 
the Supreme Soviet. Why? 


[Nagayev] First, the session completed the work on the 
legislative base needed for future privatization of land. 


Second, changes and additions to the law “On Land 
Fees” were discussed. It should be brought in line with 
the current economic conditions. For instance, the rate 
of land tax for gardening cooperatives was set in 1990- 
1991 at 1 kopeck per square meter and now is simply 
laughable. Of course, after taking inflation into account, 
it will be much higher. There are quite a few of such 
instances in the law. 


Tatarstan Six-Month Statitics Published 


944F1229A Kazan RESPUBLIKA TATARSTAN 
in Russian 10 Aug 94 p 2 


[Report by Republic of Tatarstan State Committee on 
Statistics: “Tatarstan in the Mirror of Reforms: Repub- 
lic’s Socioeconomic Situation in the First Half of 1994”} 


[Text] In the first half of 1994, economic transforma- 
tions aimed at Republic of Tatarstan’s [RT] transition to 
market relations continued. Privatization processes went 
on, with dynamic formation of the nonstate sector of the 
economy. A structuralization of types of activities and 
production in accordance with the level of commercial 
reaction to demand took place. 


At the same time, the socioeconomic situation as a whole 
remained difficult. The results of the first half-year are 
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characterized by a decline in production and investment 
activities, a nonpayments crisis at enterprises, and finan- 
cial instability. 


Industry 


In January-June, Tatarstan industry produced R3.3463 
trillion worth of output in current prices. The physical 
volume of production declined by 30 percent as com- 
pared to January-June of last year. The scale of contrac- 
tion in production differed substantially by sector and 
production. The extent of production decline in pro- 
cessing sectors is considerably higher than in extraction 
sectors (34.8 percent as compared to 10.9 percent). 
Production output in fuel and energy sectors declined in 
June 1994 as compared to the corresponding period of 
last year by 11-19 percent. In light industry production 
fell off by 47.5 percent, and in food processing indus- 
try—by 8.6 percent. In sectors manufacturing producer 
goods, the extent of decline ranges from 3 to 39 percent 
in the timber, woodworking, and pulp and paper 
industry, chemical and petrochemical industry, and con- 
struction materials industry, and up to 45 percent in 
machine-building. The situation in sectors in the process 
of transition from military to civilian production 
remains difficult. According to the results of the first 
half-year, the total volume of production at enterprises 
undergoing conversion declined by 40 percent as com- 
pared to the level of the corresponding period of last 
year. 


Of the 300 most important categories of output tracked 
by official statistics, the volume of production increased 
with respect to 62 items (20.7 percent), and declined 
with respect to 238 (79.3 percent). 


In the fuel and power generations industry, power gener- 
ation output in January-June declined by 24.1 percent as 
compared to last January-June, oil production—by 22.4 
percent, and gas production—by 13.9 percent. 


In machine-building in January-June of the current year 
production of trucks fell off by 61.6 percent, compres- 
sors—by 54 percent, and metal-cutting machine tools— 
by 45.8 percent. 


Production of passenger cars increased by 0.2 percent. 


In the chemical and petrochemical industry production of 
advanced varieties of plastics and items made of them 
decreased: polyethylene—by 21.1 percent; pipe and 
pipeline components made of thermoplastics—by more 
than half; tires for trucks and passenger cars—by 23.2 
percent and 45.7 percent, respectively. Production of 
tires for agricultural vehicles increased by 17.4 percent. 


In the timber, woodworking, and pulp and paper industry 
over the first half-year the outtake of timber amounted 
to 55.7 percent of the level of the corresponding period 
of last year. Production of commercial timber declined 
by 65.6 percent. Shortages of timber material resulted in 
a 42-46 percent decline in the output of window and 
door frames and plywood. 
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Production of paper increased over the current period by 
14.5 percent. 


In the construction materials industry production con- 
tinued to decline in January-June. In particular, produc- 
tion of prefabricated ferroconcrete components 
decreased by 46.6 percent, construction brick—by 14.3 
percent, and lime flour—by 50.5 percent. 


Consumer goods production. Their output in January- 
June declined as compared to the analogous period of 
last year by 14.5 percent, including nonfood items—by 
25.4 percent, and light industry goods—by 38.2 percent. 


Foodstuffs output increased by 2.9 percent. Within the 
foodstuffs group, there was an increase as compared to 
January-June 1993 in the output of high fat-content 
cheeses (by 8.8 percent), granulated sugar (by 21.4 per- 
cent), flour (by 31.6), cereals (by 1.8 percent), and 
mineral water (by 26.7 percent). 


Agriculture 


In the first half of 1994 the development of new eco- 
nomic structures continued in agriculture. In the course 
of reorganization of kolkhozes and sovkhozes, 454 kept 
their status; on the basis of the rest, 224 collective 
agricultural enterprises were set up, as well as 53 agricul- 
tural cooperatives, 48 limited liability partnerships and 
privately held joint-stock companies, and 110 associa- 
tions of peasant (private) farms. The process of creation 
and development of peasant (private) farms is moving 
ahead. Over six months their number increased by 26 
and reached 750, with a total area of 24,000 hectares. 


The total area planted with agricultural crops to be 
harvested in the current year in all categories of farms in 
the republic comprised 3.3391 million hectares. The area 
planted with grain crops, counting the surviving winter 
crops, comprised 1.8355 million hectares. Planting of 
spring grain crops proceeded more intensively this year, 
covering 1.3848 million hectares, or 161,200 hectares 
(13 percent) more than last year. The area planted with 
sugar beet comprised 48,200 hectares, vegetables— 
10.100 hectares, sunflower for seed—13,800 hectares, 
and potatoes—100,300 hectares. 


Rayons continue laying in fodder. As of 25 July 293,700 
tonnes of hay were laid in, 1.8834 million tonnes of 
haylage, and 82,100 tonnes of silage. This amounts to an 
estimated 8.3 quintals of feed units per head of cattle. 


Over the first half-year production (sales) of livestock 
and poultry in live weight amounted to 111,500 tonnes, 
milk—665,300 tonnes, and eggs—383.5 million units. 
As compared to the same period of last year, animal 
husbandry output declined by 3-12 percent. The drop in 
the volume of the animal husbandry output is due 
mainly to a decline of the livestock herd and reproduc- 
tion rate, decline in productivity, and low survival rate 
of animals. 
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The cattle herd at agricultural enterprises declined by 3 
percent, swine—by 8 percent, and sheep and goats—by 
17 percent; the number of cows and poultry remained 
almost at last year’s level. At personal auxiliary plots the 
number of cattle increased by | percent, including that of 
cows—by 4 percent. 


A number of rayons increased production of meat and 
milk. Farms in Baltasinskiy, Buinskiy, Zainskiy, and 
Mamadyshskiy Rayons produced 1,300-6,200 more 
quintals of meat; the yield of milk at farms in 
Apastovskiy, Novosheshminskiy, Buinskiy, and 
Vysokogorskiy Rayons increased by 4,200-26,400 quin- 
tals. 


Milk deliveries over the half-year comprised 100.2 per- 
cent of the contracted volume. Procurement of livestock 
and poultry from producers (including personal plots) 
for federal and regional food stocks declined by 15 
percent as compared to January-June of 1993, and 
eggs—by | 1 percent. Sales of animal husbandry products 
through other channels (farmers markets, own stores, 
public catering system, barter operations, etc.) in the 
current year increased by 5 percent. 


Capital Construction 


In the first half-year Republic of Tatarstan enterprises of 
all forms of ownership utilized R732.4 billion of capital 
investment. 


The main sources of financing for capital construction 
are enterprises’ own money (about 70 percent of all 
capital investment). Centralized means financed out of 
the federal budget account for 26 percent, local bud- 
gets—20.7 percent, investment funds—5.4 percent, and 
preferential credits—1.6 percent. 


The greatest share of capital investment was utilized by 
state-owned enterprises (30.8 percent) and those of 
mixed form of ownership (47.6 percent as compared to 
23.6 percent in January-June of 1993). 


Construction of production facilities accounted for 
R467.5 million, or 64 percent of the total volume of 
investment. In the current year construction is underway 
at 4,975 production facilities, of which only half are 
included in the start-up plan for 1994. 


Of the 58 most important facilities, not a single one was 
put in operation over January-June; at 11 (that is, one in 
five) no construction work was being done as of | July. 


In the first half-year investment activities in the agro- 
industrial complex [APK] declined. APK sectors used 
R116.2 billion from all sources of financing—16 percent 
of the total volume of capital investment in the Tatarstan 
economy (23.9 percent in 1993). 


Enterprises and organizations of all forms of ownership 
put into operation general education schools to accom- 
modate 155 pupils, preschool facilities to accommodate 
280, and housing with a total area of 225,300 square 
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meters. The share of housing built by individual devel- 
opers increased somewhat in the current year (31 percent 
as compared 10 percent in 1987 and 21 percent in 1993). 


Construction organizations of all forms of ownership 
working on the territory of Tatarstan performed R528.1 
billion worth of contract work, which is 44 percent below 
the level of the first half of 1993. 


Transportation and Communications 


In the environment of diminished demand for freight 
shipping, common carriers moved 28.8 million tonnes of 
freight, which is 35 percent less than in the first half of 
last year. Freight by rail transport fell off by 37 percent, 
automotive transport—by 53 percent, river transport— 
by 52 percent, and pipeline—by 17 percent; in air 
transportation, which accounts for a relatively small 
volume of freight, shipping increased by 18 percent. 


Daily freight shipping by rail transport decreased in 
January-June by 15,900 tonnes (37 percent), including 
timber contracted within the scope of state orders—by 
45 percent, cement—by 35 percent, ferrous metals—by 
33 percent, petroleum cargo—by 26 percent, chemical 
fertilizer—by 52 percent, and grain and milling prod- 
ucts—by 22 percent. 


Since the beginning of the year, 14,500 freight trains 
were dispatched, which is 4 percent less than over the 
analogous period of last year. More than 2 percent of 
trains departed with a delay. The average length of delay 
exceeded | hour 35 minutes. 


The increase in the cost of fares accompanied by poor 
quality of passenger service resulted in a decline in 
passenger traffic. Passenger traffic moved by common 
carriers in the first half-year amounted to 3.8682 trillion 
passenger-kilometers, which was 27 percent less than 
over the same period of 1993. Passenger traffic moved 
by river transport fell off by 42 percent, air transport— 
by 32 percent, motor transport—by 26 percent, and rail 
transport—by 13 percent. 


Every month motor transport enterprises fail to perform 
9 to 10 percent of scheduled intra-city runs (in Kazan). 
In rail transport, while the total number of trains 
arriving late declined by | percent, the time of delay 
increased to | hour 37 minutes. Almost two-thirds of all 
international flights carried out by the airline arrive late, 
as well as one-quarter of domestic and one-tenth of 
commuter flights. 


Communications services enterprises performed R43.1 
billion worth of services in the first half-year, including 
R8.3 billion worth of services for the population, which 
in current prices is eight and 10 times more, respectively, 
than over the corresponding period of last year. At the 
same time, the physical volume of communications 
services contracted. A total of 13 million letters, post- 
cards, and small parcels were sent, which constituted a 
33 percent decline, as well as 135,000 parcels (a 37 
percent decline), 682,000 money transfers (a 34 percent 
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decline), and !.134 million cablegrams [words unclear]. 
The number of long-distance telephone call also 
dropped—by 5 percent. 


Since the beginning of the year, 46 instances of lost or 
stolen postal mailings were registered in an amount of 
R274,100, 44 of them (R272,500) at the fault of com- 
munications enterprises. 


Foreign Economic Activities 


In the first half-year foreign economic trade of Tatarstan 
enterprises and organizations through direct ties 
amounted to $309.8 million and declined as compared 
to the same period of 1993 by 32.2 percent. Exports 
amounted to R216.5 million, and imports—$93.3 mil- 
lion. 


Europe accounts for the largest part of import-export 
operations—67 percent ($207.4 million). The share of 
Asia, Africa, American, and Oceania comprises 33 per- 
cent ($102.4 million). Republic enterprises and organi- 
zations are most successful in foreign economic relations 
with Germany (27.9 percent of the total volume), the 
United States (9.9 percent), China (8.7 percent), and 
Netherlands and Switzerland (6.1 percent each). 


In the nomenclature of export goods, oil and petroleum 
products head the list (40 percent of the total volume), 
followed by synthetic rubber (16.2 percent), and means 
of transportation (13.2 percent); in the export struc- 
ture—694,400 tonnes of oil and 302,900 tonnes of boiler 
oil and diesel fuel, and 920 trucks. 


Over the elapsed half-year enterprises and organizations 
imported machinery, equipment, and measuring devices 
(62.3 percent of the total voluine), means of transporta- 
tion (2.8 percent), ferrous metals and items made of 
them (1.3 percent), foodstuffs (2.4 percent), clothing and 
footwear (3.3 percent), and furniture (2.3 percent). 


Privatization 


According to the RT Goskomimushchestvo [State Com- 
mittee for Administration of State Property], over Jan- 
uary-June 73 enterprises completed the privatization 
process; their total charter capital comprised more than 
R25 billion. The predominant form of privatization was 
conversion to joint-stock ownership. Of the total quan- 
tity of stock issued, 41 percent remained in the hands of 
the state, of which 15 percent will be transferred to 
voucher investment funds. 


Proceeds from privatization in the amount of R5.2941 
billion were transferred to the appropriate budgets, as 
well as directed into reinvestment in privatized enter- 
prises. 


Apartment privatization. In the first half-year, 50,700 
apartments were privatized, 14,000 of them in Kazan. 
Since the beginning of privatization, 59,500 apartments 
became the private property of individuals, or 7.9 per- 
cent of the total number subject to privatization. The 
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greatest percentage of privatized apartments was noted 
in Atninskiy (95.3 percent), Kaybitskiy (87.0 percent), 
and Cheremshanskiy (30.1) Rayons. Privatization 
remained below the 5 percent mark in Alkeyevskiy, 
Almetyevskiy, Apastovskiy, Bugulminskiy, Buinskiy, 
Vysokogorskiy, Zainskiy, Nizhnekamskiy, Spasskiy, and 
Chistopolskiy Rayons, as well as in Naberezhnyye 
Chelny and Nizhnekamsk; in Kazan, 5.5 percent of 
apartments subject to privatization have been priva- 
tized. 


Finances 


According to RT Ministry of Finance data, execution of 
the consolidated budget for January-June amounted to 
R638.4 billion in the revenue part and R700 billion in 
the expense part. The budget deficit amounted to R61.6 
billion. The largest share of consolidated budget revenue 
came from taxes on profit—35.6 percent, value-added 
tax—12.5 percent, income tax from individuals—16.4 
percent, and excise taxes—15.8 percent. The main direc- 
tions of financing in the current year were expenditures 
on sociocultural measures—49.2 percent, and the 
national economy—42.1 percent. 


According to the National Bank’s data, credit invest- 
ment in the national economy as of | July amounted to 
R1.0657 trillion and increased 1.8-fold as compared to 
the corresponding period of last year. Because of con- 
tinuing inflation, loans are provided for a short term 
(93.7 percent of the total volume of credit investment). 
As of | August, the interest rate on centralized credit was 
150 percent as compared to 210 percent on | January 
1994. 


Over January-June the national economy (not counting 
agriculture) is expected to produce a profit in the amount 
of R354.8 billion. At the same time, over January-May 
one in five industrial enterprises was operating in the 
red, and in transportation, construction, trade, and 
public catering—one in three. 


Enterprises’ financial situation was exacerbated by the 
nonpayments crisis. Mutual nonpayments slowed down 
goods traffic and led to difficulties in purchasing the 
necessary raw materials and components and at the same 
time difficulties in selling finished output. At enterprises 
in industry, construction, transportation, and agriculture 
as of 1 July past due accounts receivable reached 
R1.3507 billion and increased since the beginning of the 
year 3.1-fold, including by 18 percent over June. At the 
same time the volume of past due accounts payable as of 
| July amounted to 1.0275 billion, or 32.5 percent of 
total debt, including R680.7 billion in industry (29 
percent), R291.4 billion (63.2) in construction, R28 
billion (11 percent) in transportation, and R27.4 billion 
(27.5 percent) in agriculture. 


Back pay held up at enterprises and organizations in 
industry, construction, and agriculture increased over 
May by 23 percent, and over June—by 6.7 percent, and 
as of | July amounted to R115.9 billion. The main cause 
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of accumulation of back pay and other monetary remu- 
neration is shortage or lack of money in enterprises and 
organizations’ operating accounts. 


In the environment of an acute shortage of working 
capital and credit resources, the introduction of bills of 
exchange issued by the National Bank and guaranteed 
for acceptance by the Republic of Tatarstan Government 
allowed additional means to be brought in to settle 
transactions in the form of securities. Over the period of 
one year since bills of exchange were put in circulation 
totalling R59.5 billion, mutual settlement transactions 
with these bills for an amount of more than R500 billion 
have been conducted between enterprises of the agro- 
industrial complex, petrochemical, fuel and power gen- 
eration complex, and a number of other enterprises, 
including subsidies bet veen budget providers of agricul- 
tural products for an amount of R376 billion. 


Standard of Living 


Price decontrol in the consumer market of goods and 
services has had a serious impact on the cost of the 
minimum consumer basket. Over the first half-year its 
cost increased from R24,918 in December 1993 to 
R60,830 in June of this year (per member of a typical 
family). (Footnote) (Calculated according to guidelines 
set in the Decree of the Republic of Tatarstan Cabinet of 
Ministers “On the Composition of the Subsistence Min- 
imum in the Republic of Tatarstan,” dated 8 February 
1994.) The subsistence minimum calculated by sociode- 
mographic groups amounted in June to the following: for 
work-eligible population—R60,659; for pensioners— 
R46,080; for children—R61,210. By individual cities 
and rayons: Kazan—R63,596; Naberezhnyye Chelny— 
R62,200; Vysokogorskiy Rayon—R50,554; Rybnoslo- 
bodskiy Rayon—R 51,191. 


The republic population’s standard of living (ratio of per 
capita income to the subsistence minimum) measured 
2.00 in June. 


Monetary income earned by the population in the first 
half of the current year amounted to an estimated 
R1.931 billion. Average per capita income in June 
(estimated) amounted to R121,700. 


Allowances in the form of vouchers were issued in June 
in an amount of R3.294 billion. The number of persons 
receiving allowances was 168,800. 


Average monthly income per worker across all sectors of 
the republic economy amounted to R157,400 (R 186,900 
in June); as compared to the analogous period of last 
year it increased 5.7-fold. Wages account for 90.2 per- 
cent of average monthly earnings, social benefits—9.8 
percent. 


The average wage earned by workers in January-June 
amounted to R142,000 (R169,200 in June), and 
increased 5.6-fold as compared to the corresponding 
period of last year. 
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The Consumer Market 


In the current year Tatarstan’s trade sector increasingly 
improved its adaptation to the new conditions. Entre- 
preneurship is gathering momentum in the consumer 
market. In the first half-year R1.1055 billion worth of 
goods were sold to the population through officially 
counted trade and public catering enterprises, including 
farmers markets, or R1.0906 not counting farmers mar- 
kets, which in current prices is 4.4 time more than over 
the first half of 1993; in comparable prices the physical 
volume of trade declined by 26.6 percent. 


The share of the state trade sector in the total volume of 
sales comprised 54.0 percent (63.0 percent in January- 
June of 1993), private sector (including consumer coop- 
eratives)—21.5 percent (21.3 percent), and other non- 
state forms of ownership—24.5 percent (15.7 percent). 


In January-June 1994 the population purchased R613.8 
billion worth of foodstuffs, which is 4.9 times more than 
last year. The forced redistribution of the population’s 
monetary income in favor of foodstuffs purchases in 
1993 limited demand in the nonfood items market. In 
1994 certain changes took place in the structure of retail 
trade: The share of foodstuffs increased from 49.9 per- 
cent to 55.5 percent, while the share of nonfood items 
declined from 50.1 percent to 44.5 percent. In the first 
half of 1994 R491.7 billion worth of nonfood items (at 
officially reporting enterprises) was sold to the popula- 
tion, which is 3.9 times more in current prices than over 
the corresponding period of last year. 


Demand increased for many light industry goods. In the 
environment of a decline in the output of such goods by 
domestic industry, saturation of the consumer market 
with such goods occurs mainly through high-priced items 
and increased imports by commercial structures. Trade 
enterprises also carried out their own purchasing activi- 
ties. 


As compared to January-June 1993 there was an increase 
in sales of cotton fabrics—by 5.2 percent, and silk 
fabrics—by 3.8 percent. The demand for home appli- 
ances declined. Sales of radio receivers fell off by 62 
percent; refrigerators and freezers—by 55 percent; sewn 
items, hosiery, and television sets—by 43-46 percent; 
footwear, facial soap—by 33-36 percent; woolen fabrics, 
synthetic detergents, and household soap—by 29-31 
percent; and knitwear—by 17 percent. 


The Services Market 


In the first half-year R128 billion worth of services were 
rendered to the republic population, of which R23.4 
billion worth, or 18.3 percent, were consumer services. 
Taking into account the price index, the physical volume 
of for-fee services declined as compared to the corre- 
sponding period of 1993 by 59.1 percent, and consumer 
services—by 61 percent. 


Prices 


Price decontrol, which continued in the first half-year, 
had an impact on the inflation rate. Prices in the 
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consumer market increased 1.8-fold, including those for 
foodstuffs (including alcoholic beverages)—1.7-fold. 
Prices and rates for for-fee services rose in January-June 
at an anticipatory rate (4.9-fold). The smallest increase 
was registered with respect to prices for nonfood items— 
1.6-fold. 


Prices for consumer goods and services rose at a slower 
rate than in 1993. On average, prices increased monthly 
by 10 percent (20 percent on average in 1993). At the 
same time, the inflationary process was uneven: In May 
the consumer price index increased the least—106.4 
percent, while the greatest increase was registered in 
February—112.9 percent. 


The cost of basic food staples from the end of December 
1993 through June 1994 in retail trade increased signif- 
icantly. For instance, prices for rye-wheat bread 
increased from R92 to R200; beef—from R1,900 to 
R2,500; poultry meat—from R1,800 to R2,800; 10 
eggs—from R700 to R1,000; milk—from R150 to R280; 
highest grade flour—from R350 to R410; and potatoes— 
from R100 to R150. Prices for granulated sugar and 
vegetable oil remained practically unchanged. 


Rising prices in retail trade resulted in higher prices at 
farmers markets, where the cost of | kg of beef increased 
over the first half-year by R1,000, poultry meat—by 
R1,500, 10 eggs—by R400, and onions—by R2,470. 


Over January-June of 1994 a trend was registered toward 
a decline in the rate of increases in prices for nonfood 
items: In February the index measured 110.8 percent, 
and in June it was already 105.8 percent. Prices for 
construction materials increased in June—118.1 per- 
cent, as well as those for daily necessities—104.2-106.9 
percent, and durable goods—103-106 percent. 


In June of this year the index of prices and rates for 
for-fee services measured 141.3 percent. The cost of 
transportation increased 8.5-fold, communications ser- 
vices—4.2-fold, and housing and municipal services— 
fivefold. 


Only the cost of banking services remained unchanged 
over the half-year. 


Producer wholesale prices rose during January-June at a 
rate close to that of consumer prices and increased 
1.7-fold. Beginning in April the rate of rises in wholesale 
prices slowed down and measured 103.8 percent in June. 


Prices for goods constituting fixed assets increased eight- 
fold, and for goods and services purchased for the 
agro-industrial complex—7.3-fold. 


Employment 


The total labor force engaged in all types of activities 
comprised 1.7224 million, or 46 percent of the total 
population. The nonstate sector, which currently 
employs about 31 percent of the labor force, is beginning 
to play an increasingly greater role. 
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In January-June, 31,400 persons applied to the employ- 
ment service looking for work. This is twice as many as 
in the first half of 1993. Like last year, 60 percent of 
applicants are women; young people aged between 16 
and 29 comprise 37 percent. 


On average, one in four persons who applied to employ- 
ment services was granted the status of unemployed. 
Overall, since the beginning of the year 7,434 persons 
were granted this status. Among them the share of those 
who receive unemployment benefits fluctuates between 
70 and 81 percent. Specialists with higher and secondary 
vocational education comprise 67 percent of the unem- 
ployed. 


With the assistance of the employment service jobs were 
found for [figure unclear] persons in various economic 
sectors. Over the half-year, 1,325 persons, or 6 percent of 
those registered as looking for work, participated in 
professional training programs organized by emplvy- 
ment services. Another 430 persons, or 2 percent, were 
employed in public works. 


For the third quarter, 573 republic enterprises submitted 
requests for labor to fill 11,222 vacancies. Of this 
number, 97 percent are blue-collar jobs; 8,152 jobs are 
designated for temporary employment of juveniles. 


In the first half-year 427,800 persons worked less than 
full time, which is 4.6 times more than during the same 
period of last year; among them, 216,100 worked less 
than a full work day (week), and 211,700 were on leave 
at administrations’ initiative. 


Demographics. A growth trend was registered with 
respect to the permanent population of the Republic of 
Tatarstan; by the beginning of 1994 it had reached 
3.7502 million. This is due to an exceptionally positive 
migration balance, as well as early signs of birth rate 
stabilization. The process of birth rate decline, which 
began in 1988, has stopped and by the beginning of July 
1994 remained at last year’s level—4.6 pro mille 
(number of births per 1,000 population). In addition, it 
should be noted that infant mortality declined by 10.5 
percent. 


Health care. In January-June the number of cases of 
measles declined from 197 to 53, and pediculesis—from 
420 to 202. There was an increase, however, in the 
incidence of contagious diseases. Fifteen cases of diph- 
theria were registered. The incidence of tuberculosis and 
respiratory organs diseases rose again—from 80 to 99. 
The incidence of syphilis increased almost 4.5-fold, and 
gonorrhea—3.5-fold. 


A number of health care institutions are experiencing a 
shortage of some medications, medical supplies, and 
modern diagnostic equipment. 


The ecological situation. In the first half-year there was 
some decline in the volume of discharge of pollutants 
into the atmosphere, caused mainly by the decline in 
industrial production. Over this period industrial 
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sources discharged into the atmosphere 164,800 tonnes 
of hazardous substances, which is 57,400 tonnes (26 
percent) less than over the corresponding period of last 
year. 


However, according to the data of Tatarstan republic 
center for hydrometeorology and environmental moni- 
toring, a higher than normal pollutant content was 
registered in the atmosphere over cities. 


Numerous incidents of exceeding the maximum permis- 
sible concentration (MPC) were registered in Kazan— 
with respect to formaldehyde (27), nitrogen dioxide (52), 
and ammonia (2); in Naberezhnyye Chelny—nitrogen 
dioxide (15), phenol and carbon monoxide (2); in Nizh- 
nekamsk—nitrogen dioxide (9) and dust (3). 


Education. The republic has 2,504 functioning general 
education schools (including 48 evening schools) with 
different forms of teaching, attended by 551,000 stu- 
dents. Over the past two years the process of differenti- 
ation in general education network has intensified; seven 
nonstate school came into existence, four of which are in 
Naberezhnyye Chelny and one each in Yelabuga, Men- 
deleyevsk, and Kazan. Intensive study of various sub- 
jects is offered in 457 schools, including 87 gymnasia 
and 28 lyceums 


Sixteen independent colleges and their three branches 
are attended by 63,00 students, including 45,200 full- 
ime students. Enrollment in 65 independent secondary 
vocational schools and their five branches comprises 
53,700 students, including 36,500 full-time. 


lhe network of nonstate institutions of higher learning is 
expanding; currently four such schools are accredited in 
the republic—three in Kazan and one in Naberezhnyye 
Chelny. 


Crime. According to data of the Ministry of Internal 
\ffairs, 30,631 crimes were registered over the first 
half-year, or 99.6 percent of the level of the corre- 
sponding period of last year. Among them there were 318 
incidents of premeditated murder (declined by 0.3 per- 
ent). grave bodily harm—600 (by 4.8 percent), mug- 
ging—400 (by 4.7 percent), robbery—1,679 (by 27.3 
percent), and rape—259 (by 9.1 percent) 


Theft remains the most widespread type of crime—both 
of state and public property (3,148, declined by 31.7 
percent) and personal property (7,685, declined by 20 
percent) 


Over the half-year, 465 drug- or controlled substance- 


related crimes were registered (a 1|.7-fold increase as 
compared to the first half-year of 1993). 
In the ece sphere, 2,642 crimes were uncovered 


Almost one-quarter of them (610) were theft by embez- 
‘lement, misuse of public funds, or abuse of official 
position. The number of uncovered incidents of bribery 
increased by 16.7 percent. 
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The crime rate measured 818 per 100,000 population as 
compared to 823 over the analogous period of last year. 


Over the elapsed period of the current year, 73.1 percent 
of crimes were solved (53.6 percent over January-June of 
1993). 


Tatarstan, Russia Sign Agreement on Media 
944F1253A Kazan RESPUBLIKA TATARSTANA 
in Russian 13 Aug 94 p 2 


[Report by Sh. Maratov: “On the Path of Cooperation 
and Partnership” | 


[Text] An agreement on cooperation in the sphere of the 
news media, publishing, printing, and the book trade 
between the Committee of the Russian Federation for 
the Press and the Ministry of Information and the Press 
of the Republic of Tatarstan was signed on | 1 August in 
the conference hall of the Tatarstan Cabinet of Minis- 
ters. The text was sealed by the signatures of B. Mironov, 
chairman of the Committee of the Russian Federation 
for the Press, and I. Akhmetzyanov, minister of infor- 
mation and the press of Tatarstan 


Evaluating the significance of the agreement, B. Mironov 
emphasized that it was designed to lay the foundations of 
truly equal partner relations and cooperation between 
the press departments of the Federation and Tatarstan. 
It is no accident, he observed, that the first such agree- 
ment has been concluded with you for the Tatars are, as 
we know, the second largest nation in Russia behind the 
Russians and reside throughout its territory. And the 
Tatar diasporas’ need for spiritual food today, when 
questions of a revival of national self-awareness and the 
preservation of language and culture confront us 
squarely, is greater than eve 


This thought 1s bolstered by provisions of the agreement 
providing for the implementation in the near future of 
such measures as, specifically, the organization of the 
publication in Moscow of an all-Tatar ,ewspaper and the 
opening in large cities of the Russian Federation such as 
Moscow, St Petersburg, Ufa, Tyumen, Yekaterinburg, 
Saratov, Samara, Perm, and Novosibirsk of book stores 
that will sell products of the book and newspaper and 


journal publishing houses of our republic 


The agreement reflects the intention of the parties to 
consistently implement by joint efforts and with the 
financial support of the Committee of the Russian 
Federation for the Press of specific measures for the 
replacement of the printing base of the publication of the 
printed product of Tatarstan also. 


Kh. Bokov, deputy minister for nationalities and 
regional policy of the Russian Federation, and |. Khay- 
rullin, Tatarstan deputy prime minister, took part in the 
agreement signing ceremony 








This report contains information which is or may be copyrighted in a number of 


further dissemination of the report is expressly prohibited without obtaining the permission of the 


a 


ountries. Therefore, copying and/or 


ypyright owner(s). 




















66 RUSSIA 


Maritime Property Chief on Privatization 


944F1249A Vladivostok VLADIVOSTOK in Russian 
12 Aug 94 p 4 


{Interview with Valeriy Lutsenko, chairman of the Mar- 
itime Kray Property Fund, by VLADIVOSTOK com- 
mentator Viktor Korytko: “Valeriy Lutsenko: With the 
Beginning of Real-Money Privatization Property Gains 
a Real Owner’’] 


[Text] [Korytko] Valeriy Fedorovich, we know of the 
difficulties encountered at the highest level of author- 
ity—in the State Duma—in adopting the program of the 
second phase of privatization. The Duma members had 
not reached any decision before they adjourned for a 
vacation. It took the Russian Federation president’s 
edict to begin to implement the program across Russia. 
How does the program of postvoucher privatization look 
in our kray? 


{Lutsenko] It is true—except for ambitious criticisms, 
the Duma has not offered anything sensible on the 
second phase of the privatization. In this sense, it took 
the road of the former Supreme Soviet, which at the time 
sanctioned “people’s” privatization, which represents 
today the greatest deception of the people and against 
which we, in the kray, vigorously objected. 


With the issuance of the presidential edict, we actually 
returned to the law on privatization passed back in 1991, 
which clearly says that its purpose is to raise the effi- 
ciency of the Russian economy and enterprises in par- 
ticular. Unfortunately, this declaration is beginning to 
materialize only now, when we finally began to search for 
a real master for privatized enterprises. Investment 
auctions and bids become the main means of postpriva- 
tization support of enterprises and should allow us to 
find an investor who would undertake modernization of 
production and in the final count produce competitive 
products. 


As to the kray program of the second phase of privati- 
zation, it has long been formulated and approved. We do 
not anticipate substantial changes in it; it looks like 
significant corrections will only have to be made to the 
methods of selling stock for money at auctions and 
investment bids. We will also determine the procedure 
for selecting enterprises that are in the greatest need for 
postprivatization support. If you wish, our policy will be 
based on selectivity: Support will be provided first and 
foremost for those enterprises on whose functioning 
depends the future rise of the kray economy. 


{Korytko] Does it mean that the position of kray author- 
ities 1s to strive to preserve control over enterprises in 
the kray’s leading sectors—fishing and timber logging 
industries, woodworking, nonferrous metallurgy, and so 
on? And another question, related to the first one: Do the 
kray administration and the property fund have plans for 
buying back into state ownership already privatized 
enterprises, as it is being planned, for instance, in the 
neighboring Khabarovsk Kray? 
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[Lutsenko] Yes, there is such an intent, albeit at this 
point in a most general form. Unfortunately, certain 
mistakes were made at the time, and some enterprises 
began to feel so independent that in some instances they 
can afford to completely ignore the kray’s strategic 
interests. The situation will be corrected, but only eco- 
nomic levers can be used today to influence such enter- 
prises. State support for the completion of privatization 
will be provided first and foremost for those enterprises 
that have a decisive role in the kray’s life support system 
and from whose operations we can expect maximum 
effect. 


{[Korytko] Where are the guarantees, though, that the 
money received from selling blocks of stock will be 
subsequently directed into modernization and increasing 
the profitability of existing production facilities rather 
than some other purposes? 


[Lutsenko] Such guarantees are included in the “Funda- 
mental Provisions of the State Program of Privatization 
in the Russian Federation in 1994,” which does not have 
yet the status of a legislative document, however, since it 
has not been approved by the State Duma. Nevertheless, 
a proposal will be submitted shortly to the kray securities 
commission that expenditure of funds gained from all 
categories of auctions may be done exclusively by per- 
mission of the Property Fund, or better still, the com- 
mission itself. There will be the strictest control over 
compliance with the terms of stock purchase contracts (it 
has been decided that 51 percent will be returned to the 
enterprises to be used for investment, and the rest will go 
into the budget to meet social needs). Generally 
speaking, however, we have realistically approached the 
point where we need to create a special institute of 
experts without whose conclusion not a single invest- 
ment ruble will be spent wastefully. 


[Korytko] What is your opinion regarding the forecast of 
some experts that, as a result of the redistribution of 
already distributed property at investment auctions and 
the emergence of a secondary securities market, by the 
end of 1995 the controlling share of stock of some 
enterprises will end up in the hands of at most 20 percent 
of the kray population, and by the end of 1997—no more 
than 10 percent? 


[Lutsenko] I think this is a completely natural process, 
since we have made the decision to restore capitalism (or 
call what is happening today whatever you want). A 
potential concentration of property in the hands of a 
limited group of companies or simply physical persons 
has the plus that as a rule they do know better what to do 
with it, keeping their sights in the final count at earning 
maximum profit (here we inevitably return to the fun- 
damental economic law formulated by Marx, after 
having contended for 70 years that it not relevant under 
socialism). 


I am more concerned about the fact that, with the 
beginning of real-money privatization, large financial 
companies, mainly from the western part of Russia, 
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immediately began buying up quite substantial blocks of 
shares of Maritime Kray enterprises. As an example, | 
can cite the Alpha-Capital concern, or to be precise, its 
subsidiary Alpha-Cement, which already has bought up 
the controlling share of stock of six leading Russian 
cement-making enterprises and now is taking the same 
action with respect to AO [joint-stock society] Spasskt- 
sement. Of course, we would be stretching it too far if we 
say that the “raiders” will buy up the entire kray, but this 
trend by itself looks quite alarming. 


[Korytko] Such behavior on the part of outside financial 
“sharks” probably was predictable. What can be said, 
however, about the current solvent demand for securities 
inside the kray? In other words, who will be buying large 
blocks of stock: labor collectives, directors, local com- 
mercial structures—including banking—or foreign com- 
panies? 


[Lutsenko] I think that labor collectives and directors 
already have exhausted their potential in this respect. I 
mean that essentially free-of-charge transfer into their 
ownership of a large quantity of stock under the second 
option of privatization so far has not resulted in anything 
good, which was expected. In the overwhelming number 
of cases, these enterprises never shifted to the road of 
increasing the efficiency of production in completely 
new economic conditions. 


The main buyers of large shares of property will be large 
financial companies, including, I would assume, those 
based in Maritime Kray. Neither can we preclude par- 
ticipation of capital that had been accumulated in the 
shadow economy and now has been completely legal- 
ized—we cannot get away from this Russian reality 
today either. In short, potential investment into Mari- 
time Kray economy can be quite substantial. 


It is another matter that this investment so far is not 
protected at the legislative level. Tell me, will anybody 
take the risk today to buy an enterprise without the right 
of ownership to the land on which it stands? What kind 
of insurance for the invested capital can we talk about in 
this case? This, by the way, is the nonsense foreign 
businessmen—our potential investment—just cannot 
comprehend, because only ownership of land can justify 
the risk. Do we really need to fear that in some cases a 
land plot may become property of a foreign company? 
After all, it 1s not going to scoop up the soil with 
bulldozers and take it someplace in Japan—it will be 
using it for its benefit, which means, for ours as well. 


Therefore, currently an organizational-methodological 
base is being prepared, which will enable us to begin 
formulating a mortgage law that will be in effect on the 
territory of our kray, since the lawmakers still have not 
adopted it to a full extent. The main point will not even 
be the possibility of selling the land per se, but its 
valuation. In addition to land, the kray has immense 
natural riches, and therefore we can count on any 
amount of credit. 
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By the way, speaking of foreign investment. Already now 
one can see at the trading at the Vladivostok Interna- 
tional Stock Exchange tens of representatives of foreign 
companies who already act not as observers but as 
participants. I assume these foreign buyers will con- 
tribute a lot to the fact that in the near future the price of 
stock of some Maritime Kray enterprises will literally go 
through the roof. They take a risk today, but many of 
these companies already have clearly estimated that the 
Russian Far East will be a very favorable region for 
profitable investment. 


[Korytko] At what price will the stock of Maritime Kray 
enterprises sell as real-money privatization begins—this 
is also a question. We know that the prices at auctions 
where shares of most enterprises were being sold for 
vouchers were quite low, which actually was not that 
surprising. Are there any forecasts as to how it will 
develop in the secondary securities market? 


{Lutsenko] As is known, in connection with the latest 
reappraisal of the book value of enterprises’ capital 
assets, their price increased by a multiple factor. Accord- 
ingly, this will have its effect on the future charter capital 
of joint-stock societies when it is changed, as well as the 
current selling price of stock. That is, we can say that 
today the price of stock follows market laws—it moves 
along with supply and demand. Look at what price the 
stock of Spassktsement, DVMP [Far Eastern Steamship 
Lines], VBTRF [Eastern Shore Fishing and Trawler 
Fleet], Vostoktransflot, and other kray enterprises that 
are most attractive for investors is selling today. At the 
same time, there is absolutely no demand for shares of 
some other enterprises. And this is absolutely normal 
when everything is decided not by directives from above 
but by the state of the market. 


Unfortunately, the main problem here for most of our 
enterprises is in that in many instances the capital assets, 
which considerably increased in value after the reap- 
praisal, are inefficient and are literally strangling enter- 
prises: The price of the final output rises, and it cannot 
be sold. Therefore, such enterprises can only be advised 
to more boldly get rid of the “excess weight.”’ This is now 
one of the necessary conditions for the enterprise stock 
to be in demand. 


{[Korytko] But, there also are other examples where an 
enterprise seemingly boldly undertakes modernization 
of capital assets, but nevertheless this does not bring the 
desired effect. 


[Lutsenko] You mean the situation at AO VBTRF? They 
did indeed undertake a fundamental modernization of 
the fleet, but the capabilities of new vessels are not being 
used in commercial fishing expeditions. | think this 1s a 
temporary “‘illness,”’ and the proof of that is the stable 
demand for the VBTRF joint-stock society's stock at the 
stock exchange trading—they are being sold at quite a 
high price... 


[Korytko] ...and are being bought up mainly by “raid- 
ers.’ We have already talked about this, however. The 
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last question in our conversation will be on the following 
subject. The overwhelming majority of people in the 
kray have only been able to buy several shares of 
enterprises for their vouchers. Several tens at most. In 
your opinion, what kind of behavior may we expect from 
these small stockholders when real-money auctions 
begin, where very large blocks of stock will be purchased 
in one swoop? 


[Lutsenko] It all depends on the purpose a person had in 
mind when he bought the stock. If it is for the purpose of 
keeping it and increasing somewhat the invested capital, 
he will find himself in a difficult situation today. Unfor- 
tunately, for a variety of reasons most Maritime Kray 
enterprises are on a “downward slide,”’ and accordingly, 
their stocks trade at quite low prices. One can only 
expect dividends on the stock of, for instance, defense 
complex enterprises in five to 10 years at best. You tell 
me, who will wait this long for his capital to grow? 


Therefore, small shareholders in, shall we say, not prom- 
ising enterprises already are beginning to sell their secu- 
rities, and they are doing the right thing, especially 
considering that they have practically nothing to lose, 
because they got their stock practically free. A com- 
pletely different situation emerges with respect to owners 
of stock of enterprises that are promising and can count 
on state support, which may serve as a sufficiently 
serious ground for their price to rise. In any case, each 
person today is free to make this decision: Hold on to the 
stock, buy it, or sell it. It will all depend on the informa- 
tion that will be available to owners of shares of some or 
other enterprises, which in the final count will guide 
their behavior in the stock market. 


Still, my guess is that the “black redistribution,” or call it 
whatever you want, will take place, and the over- 
whelming majority of small stockholders will sell their 
securities very soon. This is also today’s reality we 
cannot dismiss. 


As to the kray’s Property Fund’s activities during this 
difficult period, I have to say that we on our part will 
make every effort to create a favorable investment 
climate on the territory of Maritime Kray. I think this 
will help a lot to bring about future prosperity of the kray 
economy. 


Petersburg Elections Set for 30 October 


944F1263A St. Petersburg NEVSKOYE VREMYA 
in Russian 12 Aug 94 p 1 


[Unattributed report: “Special Elections Are Set for 30 
October”’] 


[Text] Anatoliy Sobchak set the date for special elections 
to the city assembly, which, as is known, at this point 
exists in an abridged form and cannot begin to function 
normally. Petersburg residents are called up for special 
election on 30 October. Twenty-six deputies are to be 
elected. 
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By the same directive, the mayor made some changes 
into the statute on elections. As in the spring, indepen- 
dent deputies and candidates nominated by electoral 
coalitions will participate. 


There is a new electoral commission to supervise the new 
elections. From now on elections to all possible bodies of 
authority will be supervised by the Regional (Lead) 
Electoral Commission of St. Petersburg City. For the 
upcoming special elections, the mayor assigned to it the 
role of the city electoral commission. 


The election campaign starts on Monday, when the city 
electoral commission will begin to accept documents 
from electoral coalitions. If everything goes smoothly 
and at least 10 more deputies are elected, perhaps by the 
beginning of winter our city will finally have a represen- 
tative branch. 


Statute on St. Petersburg Elections Discussed 


944K 1263B St. Petersburg SMENA in Russian 
13 Aug 94 p 1 


[Commentary by Sergey Shelin under the rubric “‘Elec- 
tions”: “Nine New Deputies May Save the Incomplete 
Assembly’’] 


[Text] An attempt to elect the missing half of the St. 
Petersburg city assembly deputies will be made on 
Sunday, 30 October. Simultaneously with setting this 
date, Mayor Sobchak »lso updated the statute on elec- 
tions. This apparent), was done in order to avoid the 
unpleasantness and scandals that accompanied the pre- 
vious March and April elections. 


The statute on elections represents a rather graphic, in a 
day-by-day detail, scenario for the city’s political life for 
the coming fall. 


The statute gives the right to elect and to be elected to all 
Russian citizens of voting age, who have a permanent 
resident permit or otherwise are legally registered on the 
territory of St. Petersburg. The only exception are those 
whose “legal situation in keeping with the Russian 
Federation legislation is incompatible with the status of 
the assembly deputy.” But, even for these people, the 
situation is not hopeless: They may, just like everyone 
else, try their luck in elections if they submit to the 
izbirkom [electoral commission] a written pledge “to 
within two weeks resign any powers incompatible with 
the status of assembly deputy.” 


The spring arguments regarding which city residents 
have the right to vote and which do not, and which 
administrative jobs are compatible with the deputy 
status and which are not, have not yet completely 
quieted down. One can feel that the mayor is fed up with 
these problems, so this time, not particularly claiming 
the last word, he simply moves the switch of expected 
conflicts in the direction of the all-Russia legislation. 
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Nomination of candidates will end 30 days before the 
elections. Any city resident will be able to field his 
candidacy as an independent provided he collects 2,000 
signatures in his district. An electoral coalition has the 
right to field candidates in all 25 vacant districts, but 
before that it must prove to the izbirkom that it had been 
legally founded and registered, and then collect and 
submit signatures of 35,000 voters. Participation in 
spring elections does not convey privileges on either an 
individual candidate or a bloc. Everybody gets a fresh 
start on participation in the new campaign. 


Those who will make it through these filters will be 
registered as candidates no later than 5 October and will 
devote the remaining days to the election campaign. 


Each candidate is entitled to have up to 10 authorized 
representatives. Those mass media where the authorities 
are among the founders or financial donors are obliged 
to provide equal opportunities for everyone. It is up to 
candidates and coalitions to find money for the election 
campaign. There is no limitation on the size of their 
campaign fund. Within two weeks after the elections, 
however, all have to submit to the izbirkom a report on 
how the campaign fund money had been used, for the 
purpose of later publishing these reports in the press. 


The first round of votes will take place on 30 October 
from 0800 to 2200. It seems that this time there are no 
plans to extend the election for another day or two. The 
more realistic is the danger that, in many districts, 
elections will fail again: The 25-percent barrier necessary 
in order to recognize them as valid is retained in the new 
version of the statute. 


In those districts where one-quarter of the voters do 
indeed show up at precincts but where none of the 
candidates gather half of the vote, a runoff election for 
two top candidates will be held on Sunday, 13 
November. In this round, it will not matter how many 
voters will show up, and whoever gets more votes will be 
acknowledged as a winner. 


If, as a result of all this, at least nine new city assembly 
deputies are elected, the assembly will have two-thirds of 
the seats filled (34 out of 50), will be saved from civic 
death, and will finally be able to legally begin func- 
tioning. In this event, the statute does not envisage any 
additional elections. If the number of newly elected 
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deputies fall short of nine by one or two, however, the 
entire electoral procedure will be repeated once again in 
the vacant districts, and the city will live at least until 
next year without a representative body. 


October Rail Line Strike Averted 


944F 1263C St. Petersburg SANKT 
PETERSBURGSKIYE VEDOMOSTI in Russian 
12 Aug 94 p 1 


[Report by N. Konovalova: “No Strike As Yet"’] 


[Text] The reorganization of the October Railroad, the 
first step of which was merging two divisions, Leningrad- 
Finland and Leningrad-Moscow, into one—St. Peters- 
burg—is not going smoothly. This is understandable. 
The merger brings about many changes in the organiza- 
tional structure, traffic, and technology. All these 
changes affect people’s lives. For instance, the engineers 
in the locomotive depot of the former Leningrad- 
Finland division will have to move to another locomo- 
tive depot or work in a new mode; some perhaps will 
have to change profession. The problem is that no one 
from the division management and from the railroad 
administration bothered to come to this collective and 
talk to the people; nobody heard their proposals and 
wishes; the result is a conflict on which our newspaper 
already reported. 


Yesterday, about 80 engineers and assistant engineers 
(there are about 300 of them working in the depot) 
gathered in this locomotive depot. The meeting was 
attended mainly by members of the trade union who call 
themselves free. On the agenda—a strike. After an 
almost two-hour monologue delivered by the leader of 
the free trade union of locomotive teams, many engi- 
neers lost the desire to say much. They turned out to be 
more sensible and reasonable and, despite the speaker’s 
exhortations, supported engineer A. Katabayev, who 
proposed to use all available channels for negotiations 
before taking extreme steps. 


It is a pity, however, that this meeting, too, was not 
attended by anyone from the locomotive department of 
the railroad administration; neither was the deputy divi- 
sion chief present (the division chief is on vacation). 
Thus, the question of a strike still remains open. 
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POLITICAL AFFAIRS 


Support for Independent Press Proposed 


944K1871A Kiev PRAVDA UKRAINY in Russian 
19 Jul 94 pp 1-2 


[Interview with Vladimir Kuleba, NEZAVISIMOST 
editor in chief, by unidentified PRAVDA UKRAINY 
correspondent: “Let’s Not Let the Newspapers Die! The 
Ukrainian Independent Press Fund Launches Initiatives 
To Gain State Support for Mass Media”’] 


[Text] The Ukrainian Independent Press Fund [FNPU], 
established over a year ago at the initiative of Leonid 
Kuchma, then prime minister, has launched initiatives 
designed to gain state support for the mass media. Our 
correspondent spoke with Vladimir Kuleba, FNPU presi- 
dent and editor in chief of the newspaper NEZAVISI- 
MOST, and asked him to give details about the concept 
for state support of the national press. 


[Kuleba] As everyone is aware, the Ukrainian press, like 
Ukraine itself, is in a disastrous state. That is the result 
of a conscious policy by the L. Kravchuk administration, 
which has been the main force working to bury the 
Ukrainian press, particularly the independent, demo- 
cratic press. An experienced ideologue, L. Kravchuk 
bases his relations with journalists on the principle of 
“ours” and “theirs.” It does not take much effort to 
recall all the “manageable” and “‘obedient” newspaper, 
television, and radio journalists in L. Kravchuk’s ret- 
inue, individuals who supplied the people with disinfor- 
mation on almost a daily basis. The independent press 
was barely making ends meet while GOLOS UKRAINY, 
for example, was getting hundreds of billions from the 
state budget and doing everything it could to promote 
the country’s former leaders, L. Kravchuk and I. Ply- 
ushch. 


The former president responded to all inquiries, 
requests, and entreaties from the heads of the mass 
media in an evasive manner, or else made empty prom- 
ises, while at the same time secretly pursuing a strict 
policy designed to break down the independent press. He 
would undoubtedly have accomplished this, leaving just 
two or three of “his” newspapers, ones like KIEVSKIYE 
VEDOMOSTI or GOLOS UKRAINY, and eliminating 
all the rest. Shutting down GRAVIS for political reasons 
was just a test; the next step was to be the “suspension” 
of NEZAVISIMOST. The Ukrainian Security Council 
was becoming increasingly insistent about its claims that 
our paper was being published with money transferred to 
Ukraine by Russian business structures. Thank God, this 
witch hunt appears to have ended with the fall of the 
Kravchuk regime. 


Yet even during the most difficult times we did not just 
sit idly by. Specifically, the FNPU, with the help of legal 
experts, economists and printers, came up with a 
number of measures designed to win state support for 
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the Ukrainian press. Those measures are now under 
consideration by Leonid Kuchma. We are hoping for his 
understanding and support. 


[PRAVDA UKRAINY] What is the main thrust of your 
proposals? 


[Kuleba] Firstly, we are talking about an exemption from 
the value-added tax, not just for newspapers and maga- 
zines of a sociopolitical, literary-artistic, cultural- 
educational, spiritual, scientific, and athletic orienta- 
tion, but also those intended for children and the 
disabled, and those published by the editors of print 
media with nationwide, foreign, regional, and local dis- 
tribution. It is high time we did this. We also propose 
that this list include the services of printing, communi- 
cation, and transportation companies connected with 
the production and distribution of newspapers and mag- 
azines, as well as the paper required to support the 
publication of periodicals, the production and central- 
ized distribution of which is carried out by the state. 
That alone will help take the financial pressure off the 
press in very short order. 


We also propose an exemption from the tax on revenues 
(profits) received by the editorial offices of print media, 
printing companies, and communication and transpor- 
tation companies, as well as revenues from the publica- 
tion and distribution of the aforementioned periodicals. 


Another request is establishment of regulated prices for 
services connected with the distribution of the aforemen- 
tioned periodicals, limiting communications and trans- 
portation companies providing such services to no more 
than 10 percent profit. 


On more than one occasion it has been proposed that 
printing companies and editorial offices be exempted 
from the mandatory sale of 50 percent of their hard 
currency revenues received from the printing and export 
of newspapers and magazines. And that sponsorship and 
charitable donations and subsidies intended to support 
the print media also be exempted from income tax. 


Local councils could also do their part to save the press 
by setting rates for municipal services and rent of offices 
in buildings under state ownership for the editorial staff 
of periodicals, communications offices, and trucking 
companies at the same levels set for budgetary organiza- 
tions in the cultural realm. 


[PRAVDA UKRAINY] In your opinion, to which 
groups of publications should these special privileges not 
extend? 


[Kuleba] First, we feel, religious publications and news- 
papers and magazines belonging to political parties and 
movements, as well as publications devoted to adver- 
tising, erotic subject matter, and entertainment. Second, 
publications that were founded by commercial structures 
and private individuals, as well as foreign publications, 
with the possible exception of the formerly centralized 
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mass-circulation newspapers and print media that are 
printed in Ukraine or have correspondent offices within 
its territory. 


We feel that the initiatives proposed by the FNPU to 
save Ukrainian journalism are not discriminatory in 
nature and will facilitate the creation of a legal informa- 
tion field within the state, and will also objectively 
facilitate the development of a democratic press, without 
which a free and independent Ukraine is unthinkable. 


Kuchma Edict on Executive Authorities Viewed 
944K2096A Donetsk DONBASS in Russian 12 Aug 94 
pl 


[Unattributed report: “On Supporting the Leadership of 
Structures of State Executive Authority in the Locali- 
ties”’] 


[Text] With the aim of ensuring implementation of the 
constitution and laws of Ukraine, and acts of the presi- 
dent and the Cabinet of Ministers, and of effecting 
supervision of compliance with these and strengthening 
the leadership of all structures of state executive 
authority at the center and in the localities, Ukrainian 
President Leonid Kuchma signed an appropriate edict 
on 6 August 1994. 


The edict emphasizes that chairmen of oblast, city, 
rayon, rayon-in-city, settlement, and rural councils are 
responsible for the exercise of authority of state execu- 
tive power delegated to the chairmen of local councils 
and the executive committees they head. 


The chairmen of oblast councils and of the Kiev and 
Sevastopol city councils and their executive committees 
are accountable to and under the control of the president 
of Ukraine. The chairmen of rural, settlement, rayon, 
rayon-in-city, and city councils, and their executive 
committees are accountable to and under the control of 
the corresponding chairmen of oblast councils or the 
Kiev and Sevastopol city councils, and through them— 
to the Ukrainian president. 


Edict on Strengthening Leadership Authority 
944K 2096B Donetsk DONBASS in Russian 12 Aug 94 
pl 


[Unattributed report: “On Measures Concerning the 
Implementation of Structural Changes and Support for 
the Leadership in the Sphere of State Executive Author- 
ity” 

[Text] With the aim of strengthening the leadership of 
the system of organs of state executive authority, 
enhancing the role and responsibility of the state appa- 
ratus in the accomplishment of economic reform, and of 
confirming market relations, another edict was issued 6 
August 1994. 


The edict notes that in exercising his authority with 
respect to direction of the Cabinet of Ministers, the 
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Ukrainian president determines the main orientations of 
activity of this body and the priority issues requiring its 
most immediate resolution. 


The Ukrainian president appoints the heads of state 
committees, other ministers of organs subordinate to the 
Cabinet of Ministers, deputy ministers, and the leaders 
of other central organs of state executive authority, and 
discharges them from these positions. Regulations on 
ministries and other central organs of state executive 
authority whose leaders are part of the Cabinet of 
Ministers, are approved by the Ukrainian president, 
except in instances otherwise stipulated by law. 


Edict on Financial Support to Enterprises 


944K 2096C Donetsk DONBASS in Russian 12 Aug 94 
pl 


[Unattributed report: ‘On Procedure for Providing 
Financial Support to Enterprises in 1994” 


[Text] With the aim of regulating the provision of 
financial support to state and other enterprises, the 
Ukrainian president signed an appropriate edict on 5 
August 1994. This edict indicates that the provision in 
1994 of financial support to state and other enterprises 
in which the share of state property exceeds 50 percent of 
the total assets shall be effected from budget appropria- 
tions, as a rule, on a repayable basis for approved 
projects involving the use of funds afforded as state 
support, and for business plans and financial readjust- 
ment programs for these enterprises. Procedure for the 
provision of this assistance will be determined by the 
Cabinet of Ministers. 


Decree on Crimean Legislative Record 


944K 2082A Simferopol KRYMSKIYE IZVESTIYA 
in Russian 1] Aug 94 p 1 


[Decree of the Supreme Council of Crimea published 
under the rubric “Official Department”: “On the Publi- 
cation of SOBRANIYE ZAKONODATELSTVA RES- 
PUBLIKI KRYM”}] 


[Text] The Supreme Council of Crimea decrees: 


1. Effective 1 January 1995 the journal VEDOMOSTI 
VERKHOVNOGO SOVETA KRYMA shall be trans- 
formed into the journal SOBRANIYE ZAKONODA- 
TELSTVA RESPUBLIKI KRYM. 


2. SOBRANIYE ZAKONODATELSTVA RESPUB- 
LIKI KRYM shall be the official periodical publication, 
in which shall be published: 


a) constitutional laws and laws of the Republic of 
( rimea; 


b) decrees of the Supreme Council of Crimea; 


c) decrees of the Presidium of the Supreme Council of 
(‘rimea; 
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d) international agreements of the Republic of Crimea; 


e) edicts and directives of the president of the Republic 
of Crimea; 


f) decrees and directives of the government of Crimea; 


g) normative acts of central organs of state power of the 
Republic of Crimea registered by the Ministry of Justice 
of Crimea; 


h) decisions of the Constitutional Court of Crimea. 


3. The publisher of SOBRANIYE ZAKONODATEL- 
STVA RESPUBLIKI KRYM shall be the Presidium of 
the Supreme Council of Crimea. 


4. The frequency of publication of SOBRANIYE 
ZAKONODATELSTVA RESPUBLIKI KRYM shall be 
determined by the Presidium of the Supreme Council of 
Crimea and can be no less than 12 issues per year. 


5. The language of the publication shall be Russian. 


6. SOBRANIYE ZAKONODATELSTVA RESPUB- 
LIKI KRYM shall consist of seven sections: 


a) published in the first section shall be constitutional 
laws and laws of the Republic of Crimea and decrees on 
the procedure for executing them; 


b) published in the second section shall be decrees of the 
Supreme Council of Crimea with the exception of those 
published in the first section; 


c) published in the third section shall be decrees of the 
Presidium of the Supreme Council of Crimea; 


d) published in the fourth section shall be edicts and 
directives of the president of the Republic of Crimea; 


e) published in the fifth section shall be decrees and 
directives of the government of Crimea; 


f) published in the sixth section shall be normative acts 
of central organs of state power of the Republic of 
Crimea registered with the Ministry of Justice of Crimea; 


g) published in the seventh section shall be decisions of 
the Constitutional Court of Crimea. 


The fourth section shall consist of two parts: Edicts shall 
be published in the first part, and in the second— 
directives of the president of the republic. 


The fifth section shall consist of two parts: Decrees shall 
be published in the first part and directives of the 
government of Crimea in the second. 


7. Acts published in the SOBRANIYE ZAKONODA- 
TELSTVA RESPUBLIKI KRYM shall be placed in 
articles with the corresponding numerical order. Appen- 
dices to the acts shall be placed in the same articles as the 
acts. 
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The following shall be indicated upon publication: the 
name of the normative act, the official who signed it, the 
place and date of its adoption, and its registration 
number. 


Upon publication of a normative act of a central organ of 
state power the date of its registration with the Ministry 
of Justice of Crimea and its registration number shall 
also be indicated. 


The procedure for publication of decisions of the Con- 
stitutional Court of Crimea shall be determined by a 
special law. 


A normative act to which changes or additions have been 
made may be officially published a second time in its 
complete form. 


International agreements of the Republic of Crimea 
ratified by the Supreme Council of Crimea or approved 
by the government of Crimea shall be published along 
with the act for ratification or approval of the interna- 
tional agreement. 


8. Normative acts shall be submitted to the official 
secretary of SOBRANIYE ZAKONODATELSTVA 
RESPUBLIKI KRYM in the form of a properly certified 
copy or a computer text file written on a Leksikon word 
processor on an IBM-compatible computer by the fol- 
lowing dates: 


a) constitutional laws of the Republic of Crimea, laws of 
the Republic of Crimea, decrees of the Supreme Council 
of Crimea and its Presidium—by the general department 
of the Secretariat of the Supreme Council of Crimea 
within five days of the date of signing; 


b) edicts and directives of the president of the Republic 
of Crimea, decrees and directives of the government of 
Crimea—by the leader of the Service of State Affairs of 
the Republic of Crimea within five days of the date of 
signing; 


c) acts of central organs of executive power—by the 
minister of justice of Crimea within five days of the date 
of registration; 


d) decisions of the Constitutional Court of Crimea—by 
the chairman of the Constitutional Court of Crimea 
within five days of the date of promulgation. 


9. Each year chronological and subject indexes of pub- 
lished normative acts shall be published as appendices to 
SOBRANIYE ZAKONODATELSTVA RESPUBLIKI 
KRYM. 


10. The Presidium of the Supreme Council of Crimea 
shall approve the members of the editorial board of 
SOBRANIYE ZAKONODATELSTVA RESPUBLIKI 
KRYM. 


11. Material and technical support for the publication 
SOBRANIYE ZAKONODATELSTVA RESPUBLIKI 
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KRYM shall be provided by the Administration of 
Affairs of the Supreme Council of Crimea. 


12. The decree of the Presidium of the Supreme Council 
of Crimea of 3 September 1992, No. 136-1, “On publi- 
cation of VEDOMOSTI VERKHOVNOGO SOVETA 
KRY MA” (VEDOMOSTI VERKHOVNOGO SOVETA 
KRYMA, 1991-1992, No. 1. p. 1) shall be declared 
invalid effective | January 1995. 


[Signed] Chairman of the Supreme Council of Crimea S. 
Tsekov 

Simferopol 

27 July 1994 

No. 116-1 


Rukh Branch Created in Yalta 


944K 2082B Simferopol KRMYSKIYE IZVESTIYA 
in Russian 11 Aug 94 p 1 


[Article by V. Laskin under rubric “Chronicle of Party 
Life”: “Rukh Grows in Crimea’’] 


[Text] The 11th local branch of People’s Rukh of 
Ukraine [NRU] in Crimea has been created in Yalta. 
Georgiy Okolko was elected to be its chairman. 


Present at the constituent congress were the chairman of 
the secretariat of the NRU, D. Zakharuk, the chief of the 
agitation and propaganda department of the NRU, V. 
Tsymbalyuk, a member of Leadership of NRU, Yu. 
Didenko, and the chairman of the Crimean Kray NRU 
organization, A. Chaykovskiy. The Kiev leaders 
informed the participants in the meeting of changes in 
Rukh’s strategy and tactics that occurred after the pres- 
idential and parliamentary elections in Ukraine. Rukh 
intends to become more active in southern and eastern 
regions. 


“In the current policy of the NRU, general democratic 
values prevail over the national idea,” A. Chaykovskiy 
noted in a conversation with me. 


Mafia Shootout in Simferopol 


944K 2082C Simferopol KRYMSKIYE IZVESTIYA 
in Russian 11 Aug 94 p 1 


[Article by A. Gay: “Chain of Crime Grows Longer” ] 


[Text] The editorial office has received phone calls from 
witnesses to the events that occurred on 10 August of this 
year .n Simferopol. On the corner of Pushkin and 
Mayakovskiy Streets next to the Selkhozdetal Plant there 
was a shootout which can logically be included in the 
chain of big-time mafia squabbles occurring in Crimea 
recently. During the hours when this issue was being put 
together, law enforcement organs refrained from com- 
ment on the crimes. According to unofficial information 
it had a tragic result: Two people were killed, two people 
were injured and are in the hospital. 
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Vice President Gore’s Ukraine Trip Profiled 


944Q0541A Moscow KOMMERSANT in Russian 
3 Aug 94 p4 


[Article by Natalya Kalashnikova and Viktor Zubanyuk: 
“Lightning Visit With a View to the Long Term’”’] 


[Text] Laying down for a while the burden of economic 
problems—on Monday the government discussed the con- 
cept of the economic and social development of Ukraine 
for 1995—Leonid Kuchma has emerged from office seclu- 
sion into the light. Yesterday he received an important 
visitor—U.S. Vice President Albert Gore—and at the 
same pace that he had operated on all recent days, what is 
more, the American visitor allotted less than six hours for 
numerous meetings and talks, a news conference, and the 
laying of wreaths at the Taras Shevchenko Monument. 


The visit of the U.S. vice president to Kiev immediately 
following the elections in itself testifies that in Wash- 
ington curiosity has gained the upper hand over the 
great-power arrogance typical of the Americans. Leonid 
Kravchuk, who was in virtually no doubt as to his 
election victory at that time, had visited the United 
States in April, and his colleague—Clinton—gave him 
many advance payments, albeit in words. Kravchuk, in 
turn, promised, at a minimum, to disarm, and in the 
near future, to carry out reforms. It was around these two 
issues that the present American-Ukrainian negotiations 
were structured. 


As we know, Ukraine's nuclear conversion was initiated 
by Kravchuk when he signed with Moscow and Wash- 
ington the tripartite agreement on the elimination of 
nuclear weapons in Ukraine. Kiev undertook within 10 
months to have transferred to Russia no fewer than 200 
warheads of the SS-19 missiles (there are 130 of them in 
Ukraine) and the SS-14’s (there are 46). All interconti- 
nental missiles located in Ukraine are to be decommis- 
sioned at the same time. The republic undertook to 
achieve nuclear-free status in seven years, as specified by 
START I. Kravchuk consented to the agreement not 
without pressure on the part of the United States and not 
without particular calculations. In the past 18 months 
Washington has allocated Kiev $183 million in human- 
itarian and technical assistance. And in the course of 
Kravchuk’s April visit to Washington Bill Clinto:: prom- 
ised to double the aid promised the republic. Accu..rding 
to U.S. estimates, it will constitute $700 million: $350 
million for economic assistance and $350 million for 
nuclear disarmament. 


Kuchma set about monitoring this process from the first 
days of his presidency. He plans in the very near future 
to visit Nikolayev Oblast, where, at Pervomaysk, a 
missile base is located. Pentagon chief William Perry was 
taken there under Kravchuk so that the American might 
see for himself Ukraine’s real aspiration to disarmament. 
He was shown the disassembled SS-24 launch silo. The 
secretary also learned that a further 11 SS-19’s had been 
“decapitated.” 
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An entire regiment with 10 strategic missile systems, 
whose nuclear warheads had been dismantled and 
shipped for storage, was removed from Pervomaysk last 
year. Vice President Gore now knows this also, although 
he was not shown the dismantled missiles. An object of 
Kuchma’s particular pride in conversion matters is the 
involvement in this noble cause of the president’s former 
patrimony—the Dnepropetrovsk Yuzhmash Plant, 
which he inspected in the first days following the elec- 
tion. 


Disarmament is merely the first test that Kuchma has to 
pass to win the prize. It is well known that the United 
States has considerable influence on the IMF, with the 
head of which, Michel Camdessus, Kuchma met on the 
eve of the Gore visit. Kravchuk’s talks with Camdessus 
in April had not been a success. Kiev had been expecting 
sizable injections in accordance with the program of 
structural transformation ($700 million) and, in the 
future, backup credit ($400 million), But the IMF was 
not at that time disposed toward hasty decisions and 
decided to wait until the program of reforms approved in 
Kiev had borne tangible fruit. The position of the IMF 
was supported in April by President Clinton also, who 
expressed doubt as to the expediency of the republic’s 
immediate association with the Fund’s programs. 


Kuchma now has to hand a new economic program, 
which will be conclusively revised before the end of the 
year. Kuchma has already familiarized the IMF and now 
Gore also with it. According to the new concept, the 
stabilization of production and the surmounting of infla- 
tion are to occur in 1995. The main priorities are the 
development of the fuel and energy complex and the 
agro-industrial complex, the introduction of energy- and 
resource-saving technology, structural reorganization, 
and government control of currency circulation. The 
Ministries of Economics and Finance are in conjunction 
with the National Bank devising measures to overcome 
the arrears crisis and to cover the budget deficit, which, 
according to the results of the first six months, has 
amounted to approximately 20 percent of the gross 
domestic product. 


Kiev is not expecting rash decisions and promises of the 
American guest, although account has to be taken of a 
certain liking on the part of Washington for the new 
president of Ukraine—Gore came in person, for all that. 


Text of Edict on Local Executive Authority 


944K 2098A Donetsk VECHERNIY DONETSK 
in Russian 12 Aug 94 p 1 


{Ukrainian presidential edict: “Assurance of Leadership 
of the Structures of State Executive Power Locally”’] 


[Text] To ensure compliance with the Ukrainian Consti- 
tution and laws and enactments of the Ukrainian presi- 
dent Ukraine and Cabinet of Ministers, supervision of 
their observance, and a strengthening of the leadership 
of all structures of state executive power in the center 
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and locally in accordance with clauses 1-1, 3-1, 4, and 
7-4 of Article 114-5 and Part One of Article 117 of the 
Ukrainian Constitution and on the basis of Articles 1, 4, 
and 8 of the Ukraine law “Formation of Local Authori- 
ties and Local Government” I resolve: 


1. That the chairmen of the oblast, city, rayon, city 
rayon, township, and village councils shall be the persons 
responsible for the exercise of the authority of state 
executive power delegated to the chairmen of local 
councils and the executive committees that they head. 


2. That prior to the adoption of the corresponding law, 
the delegated authority of state executive power is the 
authority specified by the Statute on the Local State 
Administration approved by the Ukrainian presidential 
edict of 24 July 1992, which, in accordance with Article 
8 of the Ukrainian law “Formation of Local Authorities 
and Local Government,” was transferred from the 
oblast, Kiev and Sevastopol city, rayon, and Kiev and 
Sevastopol city rayon local state administrations to the 
chairmen of the oblast, Kiev and Sevastopol city, rayon 
and Kiev and Sevastopol city rayon councils and the 
executive committees that they head. 


The delegated authority of state executive power shall be 
exercised in accordance with the law specified in Part 
One of this article by the chairmen of the oblast, Kiev 
and Sevastopol city, rayon, and Kiev and Sevastopol city 
rayon councils and the executive committees that they 
head. 


The delegated authority of state executive power of the 
chairmen of city, city rayon, village, and township coun- 
cils and the executive committees that they head is the 
authority specified by Article 42 of the Ukrainian law 
“Local Soviets of People’s Deputies and Local and 
Regional Government.” 


3. That on matters of the exercise of the delegated 
authority of state executive power: 


the chairmen of the oblast and Kiev and Sevastopol city 
councils and their executive committees shall be 
accountable to and under the control of the Ukrainian 
president; 


the chairmen of village, township, rayon, city rayon, and 
city councils and their executive committees shall be 
accountable to and under the control, accordingly, of the 
oblast and Kiev and Sevastopol city councils and, 
through them, the president of Ukraine. 


[Signed] L. Kuchma, Ukrainian president 
City of Kiev, 6 August 1994 


Work Greenpeace-Ukraine Profiled 


944K2098B Donetsk VECHERNIY DONETSK 
in Russian 12 Aug p I 


[Interview with Aleksey Slenzak by V. Pak in the 
VECHERNIY DONETSK offices; date not given: “Let 
Us Get To Know Greenpeace-Ukraine!”’] 
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[Text] A guest from Kiev—Aleksey Slenzak, the executive 
director of the Greenpeace-Ukraine organization— 
stopped by the newspaper. Journalists were interested, 
naturally, in what had brought to our city representatives 
of the organization, which is young, but has already made 
its presence felt. 


[Pak] We all know of the existence of the Greenpeace 
international environmental organization, whose activ- 
ists have set themselves the goal of fighting for a green 
and peaceful planet. What does Greenpeace-Ukraine 
represent? 


[Slenzak] Greenpeace-Ukraine unites more than 20,000 
supporters, although only 14 employees work in the 
office in Kiev itself. The main areas of work are the 
antinuclear campaign (for nuclear-free energy and the 
closure of Chernobyl and against the opening of new 
units at the nuclear power station), against the use of 
toxic substances (a ban on imports into Ukraine of toxic 
substances has been in effect since April 1994 largely 
thanks to the persistence of our organization), the Water 
for Life program, and the children’s environmental pro- 
gram. 


[Pak] There were reports not that long since in the news 
media concerning actions of the Greens in the area of the 
Zaporozhye Nuclear Power Station. This also is your 
““work?”’ 


[Slenzak] The demonstration at the Zaporozhye Nuclear 
Power Station was in support of the population pro- 
testing against the startup of a sixth unit. The people 
received us very well, and we immediately found a 
common language with the local inhabitants. The 
authorities were opposed... 


A three-week tour along the Dnieper was undertaken in 
July. We carried out independent studies of the quality 
of the Dnieper water near six cities—Kiev, Cherkassy, 
Dneprodzerzhinsk, Dnepropetrovsk, Zaporozhye, and 
Kherson. Analyses of the drinking water revealed an 
amount of chloroform and absorbed chloro-organic com- 
pounds in it several times the permitted level. 


[Pak] And what, for all that, brought you to Donetsk? 


[Slenzak] We are currently preparing for the Children 
and the Environment demonstration. A special | 8-meter 
giant bus, built and equipped according to a Greenpeace 
design in Austria, will be completing a tour on the 
Kharkov-Donetsk-Dnepropetrovsk-Simferopol route. It 
will start in Kiev on | September. 


The bus will be in Donetsk 8-9 September. The main 
theme of the environmental program will be problems 
connected with trash recycling. All this is geared to a 
children’s audience. Environmental specialists will chat 
with the young boys and girls, talk about the production 
and use of paper, will hold competitions for the best 
drawing, and will stage environmental games. Videos 
will be shown. 


UKRAINE 75 


{Pak} Greenpeace activists are known for their decisive- 
ness. They attract the public’s attention by their presence 
at places where crimes against live nature are being 
committed and they frequently come into conflict with 
the local authorities. Is this how it is with you also? 


[Slenzak] There is with us and the authorities more 
mutual understanding, perhaps. The question of accom- 
modation of the environment bus was decided in 
Donetsk, for example, in literally five minutes. It will 
stand near the Theater of Opera and Ballet in the city 
center. Although a meeting of the executive committee 
even had to be assembled for this in Kharkhov, say. 


The bus itself is equipped with solar batteries and a 
wind-powered generator producing electricity and it also 
has a special filter for reducing toxic exhar:st. 


[Pak] And this itinerary, taking in five of the country’s 
biggest cities, was not chosen accidentally, obviously! 


[Slenzak] We want with our demonstrations and cam- 
paigns to take in all of Ukraine. Whereas the water tour 
was along the Dnieper, now it takes in almost all of 
eastern Ukraine and the most important industrial areas. 
And the ecological situation even in Crimea is by no 
means ideal either. We are forcing people to think about 
their children’s future and about the future of their 
earth’s natural surroundings. 


Edicts Appoint, Release Cabinet Ministers 


944K1979B Kiev URYADOVYY KURYER 
in Ukrainian 26 Jul 94 p 1 


[Texts of edicts of the president of Ukraine] 
[Text] 


EDICT OF THE PRESIDENT OF UKRAINE 


On the Minister of the Cabinet of Ministers of Ukraine 
To appoint Valeriy Pavilovych PUSTOVOYTENKO 
minister of the Cabinet of Ministers of Ukraine. 


President of Ukraine 
L. Kuchma 

Kiev 

21 July 1994 


EDICT OF THE PRESIDENT OF UKRAINE 


On the Minister of the Cabinet of Ministers of Ukraine 
To release Ivan Pylypovych DOTSENKO from the post 
of minister of the Cabinet of Ministers of Ukraine in 
conjunction with his transfer to another job. 


italPresident of Ukraine 
L. Kuchma 

Kiev 

21 July 1994 
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Kuchma Addresses Diplomatic Corps 


944K1979A Kiev URYADOVYY KURYER 
in Ukrainian 26 Jul 94 ppl, 3 


[Speech by President L.D. Kuchma of Ukraine to Mem- 
bers of the Diplomatic Corps on 22 July 1994: “Ukraine 
Is Open To Cooperation’”’] 


[Text] Esteemed Mr. Duayen [transliteration] 
Esteemed heads of diplomatic missions, 
Esteemed diplomats, 

Esteemed ladies and gentlemen, 


Let me begin by saying that it gives me great pleasure to 
meet with you and have the opportunity to speak directly 
with the members of the diplomatic corps. I am aware 
that you have had such meetings with the first president 
of Ukraine, and I regard this as a good tradition which I 
intend to continue. 


I am currently receiving many expressions of good will 
and felicitations from the leaders of many countries of 
the world. I would like to take this opportunity to ask 
you to convey to the leaders of your countries my sincere 
gratitude and assurance that I am prepared to continue 
and to expand our active cooperation. 


Let me begin with the most important question that is 
probably of interest and concern to many of you here— 
will there be fundamental changes in Ukraine’s foreign 
policy, should you expect something new and unantici- 
pated, in other words, what should you report to your 
capitals regarding the policy they should pursue towards 
Ukraine? Let me assure you once again that Ukraine’s 
foreign policy will remain predictable and considered, 
based on the fundamental documents that have been 
adopted in recent years. In other words, I suggest that 
you need not fear any surprises or unexpected turns. The 
foreign policy of a state of 52 million people, one of the 
largest countries in Europe, is not something that can 
suddenly be changed in one direction or another without 
causing upheaval all around. I believe that we all under- 
stand this very well. 


We also understand something else. 


Obviously, Ukraine’s policy will be amended somewhat. 
This is an objective necessity. The world today is not the 
same as it was three years ago when Ukraine emerged on 
the political map as an independent state. Her close and 
more distant neighbors are also not exactly the same as 
they were, and the world community faces new prob- 
lems. All of us together, including Ukraine, have to 
adjust to these realities and respond to them accordingly. 
And the realities are that following the wave of universal 
euphoria that swept up the whole world at the turn of the 
1990’s, when everyone thought that all the difficult 
problems had been resolved and together we would now 
head into a bright future, there came the sobering 
realization that things are not quite as simple as they 
appeared after the fall of the Berlin Wall, as I have often 
said. Thus, a sense of disillusionment set in at one pole of 
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the postconfrontational world, and at the other—a rather 
quickly arrived at understanding of the national interest, 
which could be served in the new international condi- 
tions without serious losses and even with benefit to the 
state. 


This could not help but also affect the development of 
Ukraine, which immediately declared her readiness to 
cooperate honestly and openly with all interested part- 
ners but was met with a lack of understanding, suspicion, 
sometimes undisguised disdain, and even the threat of 
isolation. To be sure, we share part of the blame for 
this—the period of a kind of revolutionary romanticism 
could not help leaving its imprint on our domestic and 
foreign policy. But let us face the truth—it was only 
recently, after two years of efforts on our part, that the 
world finally turned its face towards Ukraine and 
declared its support. But even then, it did so very 
hesitantly and with reservations. 


In my opinion, this cannot go on. Every country has its 
national interests, and so does Ukraine, and she will 
defend these interests with greater energy, realism, and 
pragmatism. To be sure, there are also common interests 
and a common code of conduct in the international 
community, by which all members of this community 
must abide and by which Ukraine will abide at all events. 
There can be no doubt about this: Ukraine will continue 
carrying out all her international obligations just as she 
has been doing up to now, and her foreign policy will 
remain consistent, considered, and predictable. | would 
like to discuss more specifically some of the key aspects 
of our foreign policy. 


First, as regards the problems we inherited from the past 
and which must be resolved. Unquestionably, the most 
obvious of these is the need to finally settle our relations 
with the Russian Federation, our largest and most 
important neighbor. It is simply incomprehensible why 
two neighboring countries that are so close in history and 
culture cannot reach an agreement. I believe that there is 
much that is contrived and politicized in this matter. 
Russia is our special partner, and therefore our relations 
must also be special. A wide-ranging agreement on 
friendship and cooperation with Russia must promote 
the full normalization of our relations and remove the 
absolutely needless political undercurrent of “tension” 
that supposedly exists between Ukraine and Russia. In 
more concrete terms, it would seem to me that the Black 
Sea Fleet is not an issue to cause a breach between the 
two nations. I would like to believe that Russia shares 
this approach. I am convinced that a mutually acceptable 
solution will be found. Especia!ly as some headway has 
already been made in this respect. 


The same applies to other former republics of the USSR. 
Whether it was because we were too busy, as they say, or 
because we were very occupied with our own internal 
affairs, but we must make up for lost time in this sphere. 
We share many problems, but we also share many 
interests—why then not help one another? Recently 
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some headway has been made in this respect as well, but 
obviously the existing state of affairs cannot be deemed 
satisfactory. Here is one specific example: today it is 
easier to go from Kiev to any place in Europe or North 
America than to the former republics of the Soviet 
Union. This is a completely abnormal situation which 
must be corrected. 


There are also very many issues that need to be dealt 
with in developing relations with our closest Western 
neighbors. Many agreements have been concluded and 
rather good political and cultural contacts have been 
established, yet something is not working. Even the 
rather good and mutually advantageous agreements that 
we worked so hard to achieve, especially in the economic 
sphere, and which vitalize the fabric of good-neighbor 
relations are not working. There are two underlying 
problems: an ailing economy—and our economy is truly 
ill—cannot immediately attain the level of normal civi- 
lized relations that would satisfy everyone and produce 
the desired effect. And the second problem is a certain 
incompatibility between the economic systems that actu- 
ally exist in our countries at this time. 


On the whole, the countries of Central and Eastern 
Europe, the countries in this region of the European 
continent, have many common interests. So let us all 
work together. Isolation from one another is bad for all 
of us collectively and for each of us individually. 


We also have a great interest in cooperating with those 
geographically farther removed regions which we have 
only recently begun “to develop,” as it were. We will 
study the social and economic transformations in the 
countries of the Asian-Pacific region, Africa, and Latin 
America and draw lessons from their experience. In this 
context, | would like to include the Persian Gulf coun- 
tries, which I was fortunate enough to visit when I was 
prime minister. I place great hopes on encouraging these 
countries to enter into active and mutually advantageous 
economic cooperation with us. Economic interests, 
cooperation on equal terms, expansion of trade, a dia- 
logue in the political and other spheres—these are the 
approaches I envisage in continuing to develop and 
strengthen our relations with this large group of coun- 
tries. 


I would like to speak separately about the development 
of relations with Western countries. There is no question 
that we will devote the attention to this objective in our 
foreign policy that it deserves. We must not lose what we 
have already achieved in this sphere. But this involves its 
own set of problems and shortcomings. 


Unfortunately, | am unable to say at this time that 
Ukraine has become a full-fledged and equal partner in 
working with European and other Western countries as 
we had hoped would happen. It is clear that on our part 
there was too much idealism and not enough confidence 
in ourselves, too little experience and a lack of internal 
coordination, while on the other side, there was an 


unwarranted delay in making a realistic assessment of 
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Ukraine's potential as a political and economic partner, 
a certain prejudice and egoism. Yet, we cannot live this 
way today in the new international conditions. If we take 
this approach, we will achieve the absolutely opposite 
goal—we will not be building “a beautiful new orld” 
together; instead, we will part ways once again, begin to 
suspect one another, and once again build walls to divide 
us. We are obviously grateful for the fact that leading 
Western countries have recently declared quite tangibly 
their support and intention to provide Ukraine with 
assistance in conducting economic reforms. The figure 
cited by the G7 in Naples as aid to Ukraine is “ringing in 
everyone's ear.”’ I think that this is the first serious show 
of normal cooperation. But so far this is only a promise, 
a declaration. And we are familiar with the experience of 
some of our neighbors who received similar promises 
with no result. | am quite ready to cooperate and can 
speak very specificially and make specific proposals 
regarding implementing this support as soon as possible. 


Over the last few years, Ukraine has been reproached a 
great number of times for failing to conduct reforms, 
which, respectively, made serious foreign aid impossible. 
To a large extent, this criticism and complaints were 
justified, albeit somewhat one-sided. The situation we 
are in is indeed very difficult, but so far there are no ideal 
recipes for overcoming an economic crisis of the Ukrai- 
nian variety. | have no intention of repeating the word 
“reform” for the sake of propaganda, but I can assure 
you that economic reform will be the government's top 
priority. Right now, our main goals are to halt the 
decline of national production, to create conditions in 
which the producers of goods can work normally and 
earn a normal profit, to lower taxes, to reform foreign 
currency regulation, and to stop shilly-shallying with 
respect to creating a normal investment climate to pre- 
vent the flight of capital from Ukraine. This will be very 
difficult to do without substantial Western investment, 
but we recognize that this requires a suitable investment 
climate and political stability. We are ready to work 
actively to achieve the first, and | am convinced that the 
second will also become 4 reality in the Jone term. We 
have drafts of concrete programs in many spheres of 
reform, including with respect to improving national 
legislation. These are the key issues on which our gov- 
ernment will focus its attention. 


Let me therefore underscore again: Ukraine will do her 
best to infuse concrete, real, and practical substance, 
above all, economic substance, into all the treaties and 
agreements that she has already concluded—including 
those with the European Union, those within the frame- 
work of the Commonwealth of Independent States and 
of other regional structures, and those signed bilater- 
ally—and she will actively seek to conclude new agree- 
ments that serve our most important national interests. 
Ukraine does not intend to be a “terra incognita” in the 
center of Europe and a pawn in someone else’s global 
interests. We will do our best to end once and for all 
speculation regarding Ukraine's future, her so-called 
split, ambivalence, etc. These discussions stem from our 
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current economic weakness. | will do everything in my 
power to make Ukraine a strong state, so that the old 
Latin saying, “ubi bene ibi patria” (where it is well with 
me, there is my country) is not applied by the citizens of 
Ukraine to other countries, but the other way around. I 
am speaking metaphorically, of course. 


And now regarding certain other specific aspects of our 
foreign policy. 


Ukraine will continue to pursue a consistent policy in the 
sphere of arms control. We will abide by our obligations 
under the agreements we inherited from the former 
USSR as well as those concluded in the name of an 
already independent Ukraine. 


Of special significance among such agreements are the 
Trilateral Declaration of the presidents of the United 
States, Ukraine, and Russia and the bilateral agreement 
concluded between Russia and Ukraine to advance the 
implementation of the declaration, both of which define 
the mechanism by which Ukraine is receive compensa- 
tion for the nuclear weapons deployed on her territory. 
In the main, these agreements are being carried out by all 
_ parties, and their continued implementation will mean 
Ukraine’s steady movement towards nonnuclear status. 


We are grateful to the United States, Japan, the Federal 
Republic of Germany, Canada, Sweden, the Nether- 
lands, and other states for their readiness to assist 
Ukraine in fulfilling her obligations under the Treaty on 
the Limitation and Reduction of Strategic Offensive 
Arms. At the same time, we see evidence of a somewhat 
one-sided approach in many of the assistance plans, too 
many conditions attached to them, and an unwillingness 
by our partners to take into account aspects of this 
problem that we regard as of great importance to us. 


Yesterday, I had a conversation with President Bill 
Clinton of the United States. | informed him how things 
stand with respect to the fulfillment by Ukraine of the 
Trilateral Declaration of the presidents of Ukraine, the 
United States, and Russia of 14 January 1994. In con- 
nection with this, I drew his attention to the unsatisfac- 
tory situation that exists in the provision of aid for 
nuclear disarmament. 


Why did I do this? I will be frank: the situation in which 
we find ourselves today is extraordinary both from the 
standpoint of the safety of the deactivated missile com- 
plexes and from the ecological standpoint. Ukraine has 
received only a meager portion of the funds allocated by 
the United States and certain other countries to help pay 
for the liquidation of nuclear weapons. We have already 
carried out all our obligations in compliance with the 
first phase of the implementation of the Trilateral Dec- 
laration, and, for our part, are waiting for the United 
States and other states to take the necessary steps to 
enable us to realize such priority projects as building 
reliable storage sites for heptyl and to solve the problem 
of providing social safeguards and medical protection for 
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Ukrainian personnel who will be performing the often 
dangerous tasks connected with the liquidation program. 


I am confident that together we will be able to correct 
this situation and ensure that Ukraine steadfastly carries 
out her obligations. The President of the United States 
said the same thing yesterday. 


The main problem consists in obtaining reliable security 
guarantees for Ukraine from nuclear states. The drafts of 
the texts of the guarantees, which we received from four 
nuclear states, do not fully meet our expectations, and we 
intend to continue our negotiations with these states in 
order to improve these documents and ensure that they 
have the appropriate generalized form. 


Ulraine will continue to play an active diplomatic role 
in the sphere of arms control at the UN, at the Confer- 
ence on Disarmament, at the CSCE Forum on coopera- 
tion in the sphere of security, in other organizations and 
mechanisms, and on a bilateral level. 


We will continue to cooperate actively in the United 
Nations and other international organizations and 
regional structures, while also devoting due attention to 
international financial organizations. 


Based on our national interests, we deem our priority 
objectives in this field to be: reforming the United 
Nations to reflect the new realities in the world with the 
aim of transforming this world organization into a true 
center of joint actions to settle regional conflicts and 
points of tension through peaceful means; defending 
human rights; setting equitable and significantly lower 
contributions for Ukraine to the regular budget of the 
UN and for UN peacekeeping operations. 


We hold the UN’s peacemaking efforts in settling 
regional conflicts in high regard and understand that this 
role requires active political and material support from 
the UN’s member states. Ukraine has already become 
one of the world’s largest contributors to the UN Peace- 
keeping Forces and will continue to cooperate in this 
field. 


One critical and painful problem for us is the matter of 
sanctions. From the very beginning when the UN 
imposed sanctions on the Serbian Republic of Yugo- 
slavia [SRYu], Ukraine has regarded this regime as an 
integral part of the peaceful settlement of the crisis in 
former Yugoslavia. Despite severe economic hardships, 
Ukraine has done and continues to do everything it can 
to ensure that the UN sanctions against the Serbian 
Republic of Yugoslavia achieve their goal—ending 
bloodshed in this region. At the same time, we will insist 
on effective aid from international structures to help us 
overcome the economic hardships we are suffering as a 
result of the embargo, and if our demands find no 
understanding, we will act accordingly. Ukraine is cur- 
rently in a situation in which she cannot afford to lose 
millions of dollars each month. 


Honored friends, 
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Allow me to stress once again—Ukraine is open to the 
continued expansion of diplomatic contacts and cooper- 
ation with all interested partners, but this cooperation 
must be honest, equal, and reliable. Political declara- 
tions and promises are fine, but, as a well-known author 
once wrote, before a man can work, he needs to have 
something to eat and drink and be able to furnish his 
home. This priority—fitting out our own home, putting 
it in order—will naturally affect our foreign policy 
approaches. We do not need assistance for the sake of 
assistance. Ukraine is a sufficiently strong and powerful 
country and has the necessary human, intellectual, and 
natural potential to manage this task on her own. But 
this may prove much too costly, long, and difficult for 
the people of Ukraine. We want understanding and 
support. Concrete, effective support given in the spirit of 
partnership. | believe that this is normal conduct in any 
normal community. If someone is in difficult circum- 
stances—and Ukraine is in a difficult situation at 
present—that someone needs your support so that he, in 
turn, can support you. And the climate in this commu- 
nity—especially if it 1s called the international commu- 
nity—must be healthy and not give cause for envy, 
speculation, and the like. Let us not deceive ourselves 
with questions regarding the direction in which Ukraine 
will head—West or East! [punctuation as published] 
Ukraine has no need to head in any direction. It is where 
history, and geography, and, if you will, God Himself has 
placed her—straddling Europe and what 1s now called 
the Eurasian continent. Ukraine should not be regarded 
as a buffer in this location, but as a reliable bridge, a 
reliable unifying link. 


Ukraine can become such a link on her own, but let us 
work on this together. I believe that this is in all of our 
interests. 


Thank you for you attention. 
Dnepropetrovsk Communist Chief on Goals 


944F1242A Moscow SEGODNYA in Russian 9 Aug 94 
p4 


[Report by Konstantin Parishkura under the rubric 
‘Party Development”: “Ideals of Leninism Being 
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Revived in Dnepropetrovsk: The Main Objective of the 
Party of Bolsheviks Is To Restore the USSR Through 
Dictatorship of the Proletariat’’] 


[Text] The presentation of the Party of Communists 
(Bolsheviks) of Ukraine registered on 14 July at the 
Ministry of Justice took place in Dnepropetrovsk on 5 
August. The party’s Central Committee, by decision of 
the founding congress which was held in February 1994, 
is located in this city. The secretary of the Dnepro- 
petrovsk Obkom of the Party of Communists (Bolshe- 
viks) of Ukraine [PK(b)U], Arkadiy Birman, gave basic 
information on the party in a talk with the SEGODNYA 
correspondent. 


The PK(b)U is already functioning in 16 oblasts of 
Ukraine, the Republic of the Crimea, and Kiev. As yet 
there is no party leader. The Central Committee includes 
the secretaries of several obkoms. The party is based on 
Leninist positions, and its main objective is to begin 
restoring the USSR through the dictatorship of the 
proletariat. This objective is of course in conflict with 
the law (violent overthrow of the government), but the 
Ministry of Justice of Ukraine registers only a party’s 
rules, whereas the program of the PK(b)U has not yet 
been ratified. This, according to Arkadiy Birman, will be 
done at the next congress, which is to be convened in 2 
months. 


The producer of material goods should have power, as 
Mr. Birman noted, so the Bolsheviks are opposed to any 
forms of private enterprise. Answering the question of 
the SEGODNYA correspondent of whether the restora- 
tion of the former Union is possible, Arkadiy Birman 
said: “I understand that one cannot step in the same 
river twice. But we are convinced that the workers of all 
countries on the territory of the former Union, including 
the Baltic countries, sooner or later will understand the 
need to restore the Union. Otherwise, they will become 
an appendage of some other country.” For the “new 
communists,” the USSR is not an ideal. “There were, of 
course, mistakes, but there was also reliable working 
control.” “And taking into account the 70 years of 
experience, we will restore the Union,” promised the 
secretary of the Dnepropetrovsk Obkom of the PK(b)U. 








This report contains information which is or may be copyrighted in a number of countries. Therefore, copying and/or 
further dissemination of the report is expressly prohibited without obtaining the permission of the copyright owner(s). 








80 UKRAINE 


ECONOMIC AFFAIRS 


Pynzenyk Advises Mariupol on Economy 
944K 2095A Donetsk DONBASS in Russian 12 Aug 94 
pl 


[Report by correspondent Viktor Grinko: “Pynzenyk 
Advises Mariupol’’] 


[Text] When Mikhail Pozhivanov, the present mayor of 
Mariupol, was merely running for this office, an argu- 
ment used against him was the fact that he was already a 
member of the Supreme Council of Ukraine and that this 
would prevent him from tackling the city’s problems. 
But the newly elected young head of the city 1s proving 
with deeds the reverse—it is representation in the 
supreme legislative body that is helping him realize his 
campaign program. And this is being expressed prima- 
rily in the establishment of good business relations with 
the best (have we, after all, elected only such?!) represen- 
tatives of the state. 


It was the Supreme Council (more precisely, the Reform 
group of deputies) that introduced him to and put him 
on friendly terms with Viktor Pynzenyk, an economist 
who is well-known in Ukraine and a former minister of 
economics in Kuchma’s government. At Pozhivanov’s 
invitation Pynzenyk was recently in Mariupol, where he 
familiarized himself in detail with the financial and 
economic situation that has taken shape in the city and 
the region and the problems and the programs proposed 
for their solution. 


At a meeting with journalists conducted by the two 
deputies V. Pynzenyk expressed the opinion that the 
decline in Ukraine’s production was far less than was 
being impressed upon us by the media (Russian partic- 
ularly). That a considerable amount of production 1s 
today, under the pressure of the state’s incoherent tax 
policy, not being revealed officially and is essentially 
disappearing into the background 1s another matter. And 
perfectly law-abiding managers of enterprises of any 
form of ownership are forced to go along with this— 
otherwise their outfits would simply not survive. Conse- 
quently, in order for the reforms to proceed legally and 
rapidly both the political will and a_ professional 
approach to the solution of economic problems are 
needed. And a shortage of specialists in macroeconom- 
ics, among whom Viktor Pynzenyk, not without reason, 
classes himself, is observed as yet in the government and 
in Kuchma’s team that has come to power. 


As far as the reforms in an individual city, that 1s, 
Mariupol, are concerned, the visitor believes that they 
should start with a reform of the system of administra- 
tion of the city, with officialdom having been trained in 
the best Western city halls. V. Pynzenyk considers an 
effective step also municipal privatization, the funds 
from which should go for the implementation of social 
programs in order that the least protected strata of 
society might feel the benefit of privatization as soon as 
possible. 
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As M. Pozhivanov announced, Viktor Mykhaylovych 
Pynzenyk has consented to be a consultant on economic 
reforms in Mariupol and Donetsk Oblast as a whole. 
This had been discussed at the meeting of the deputies, 
who have become friends, with their Supreme Council 
colleague Vladimir Shcherban, who is the present 
chairman of the oblast council. | would like to believe 
that this friendship between the deputies will be to the 
benefit of us all. 


Finance Official on Budget Deficit 


944K 2070A Donetsk DONBASS in Russian 10 Aug 94 
pl 


[Interview with Ukraine Deputy Minister of Finance 
Stanislav Bukovynskyy by VSEUKRAINSKIYE VEDO- 
MOSTI correspondent V. Moiseyev; place and date not 
given: “Meanwhile, Prices Go Up”’] 


[Text] According to economists’s appraisals—both 
domestic and foreign (Michael Bruno, Jeffrey Sachs, 
Lesek Balcerowicz), the Ukrainian economy is in a dismal 
state first and foremost “thanks to” the unbalanced state 
budget. Many point out directly that it is the budget deficit 
that is the main source of inflation. Is this really so? I 
posed this and other questions related to the state budget 
to Ukraine Deputy Minister of Finance Stanislav Buk- 
ovynskyy. 


[Moiseyev] Stanislav Albinovich, the first half of the 
year 1s over; the results have come in. What are they? 


{Bukovynskyy] The Ministry of Finance recently held its 
collegium meeting, which was also attended by people's 
deputies—heads of Supreme Council permanent com- 
missions that have to do with budget and finance. You 
probably know that when the 1994 budget was approved, 
the Cabinet of Ministers was instructed to review budget 
execution on a quarterly basis and submit to the 
Supreme Council proposals on revising line items. Over 
the first half year in the consolidated budget as a whole 
we received 87 percent of the expected revenue of 153.6 
trillion karbovantsy. The revenue part of the budget was 
formed mainly through taxes, all of which were collected 
fully. The money the budget did not receive 1s payments 
for the transit of oil, gas, and ammonia over the territory 
of Ukraine. This was used to pay off our debt to Russia. 
Neither did the $1 billion received by Ukraine as part of 
intergovernment agreements reach the budget. This 
money was channeled into forming a stockpile of ura- 
nium concentrate. Neither did money received from the 
sale of military property go into the budget—it was 
placed in the Ukraine defense fund. 

Expenditures, on the other hand, were financed to the 
extent of 177.2 trillion karbovantsy. 

[Moiseyev] So the question arises: How was the budget 
deficit covered? 

[Bukovynskyy] The cash budget deficit was covered by a 
National Bank loan in the amount of 37.5 trillion kar- 
bovantsy. This money must be paid back at the end of 
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the year. The loan enabled us to pay salaries to budget- 
financed organizations, provide financing for the social 
and cultural sphere, and cover other line items. 


[Moiseyev] In your opinion, the budget deficit—it is an 
evil, good, or normal phenomenon? 


[Bukovynskyy] A budget deficit is a normal phenomenon 
in the entire world, It turns into an evil one when 
impermissible methods are used to cover it. For 
instance, Monetary emission. 


Ukraine currently is in a difficult situation, because most 
methods used in developed countries cannot be applied 
here. We cannot issue state securities because people 
clearly will have no confidence in them. Neither are 
foreign loans suitable for this purpose. 


|Moiseyev] But there is one more way—privatization, 
which has helped the budgets of many countries. 


|Bukovynskyy] Over the half-year the Ukrainian budget 
received 16 trillion karbovantsy from the implementa- 
tion of privatization programs. This is 15.4 percent of 
the planned revenue. You know that in keeping with 
Supreme Council decisions, privatization in Ukraine 1s 
carried out mainly through conversion to joint-stock 
holding. This is a rather lengthy process. And now 
privatization has been suspended altogether. 


{Moiseyev] What is the current figure for the gross 
domestic product [GDP] of Ukraine’s national 
economy? 


[Bukovynskyy] At the stage of budget approval, the GDP 
was expected to be 480 trillion a year. It was forecast that 
prices would rise by a factor of four to 4.5 as compared 
to 1993, But on the basis of he half-year results, the 
figures were adjusted. In 1994 prices will increase 10- 
fold, and the planned GDP will amount to 1.008 qua- 
drillion karbovantsy. 


Based on this, we calculated how much money is needed 
to ensure normal functioning of the economy, and 
arrived at a deficit of 360 trillion karbovantsy. Even if 
we finance only the most basic necessities, we still need 
200 trillion karbovantsy. This amounts to 27.5 percent 
of the total budget. For instance, in Russia this figure is 
somewhat higher—36 percent of the federa! budget. 


Currently the Ministry of Finance and the Ministry of 
Economics are calculating the budget for the second 
half-year, and in August it will be presented for the 
consideration of the government and the Supreme 
Council. 


|Moiseyev] Why ts the Ukrainian budget always planned 
with a delay? This is very difficult and impractical... 


{Bukovynskyy] Yes, under normal circumstances the 
process of forming the budget should take at least 18 
months. First, total revenue is determined, then eco- 
nomic trends are calculated. The draft budget must 
necessarily be coordinated with the ministries and only 
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then presented for approval to the Supreme Council, But 
our current situation does not allow us to do all this. We 
have to constanily adjust and coordinate as we go. 
Sooner or later, however, we will have to step onto the 
normal road of budget formation. 


[Moiseyev] What is your forecast of the karbovanets 
exchange rate by the end of the year? 


{[Bukovynskyy] According to preliminary data of the 
Ministry of Economics, it will be 57,000 karbovantsy to 
the U.S. dollar. 


Oblast Production Statistics Analyzed 
944K2070B Donetsk DONBASS in Russian 10 Aug 94 
pl 


[Article by Larisa Gontar, chief of the comprehensive 
analysis department of the oblast statistics administra- 
tion and chairman of the Donbass public economic 
council, and Irina Bondar, economist of the comprehen- 
sive analysis department of the oblast statistics admin- 
istration: ‘Worse Than Before, But Can the Present Be 
Better Than the Future?’’] 


[Text] In July, using the Ukrainian Ministry of Statistics 
program, the oblast statistics administration for the first 
time conducted a sample survey of business activities of 
industrial enterprises with the aim of studying various 
aspects of their economic activities in the first half-year, 
as well as making a forecast to the end of the year. In 
countries with a market economies, the state of the 
economy is studied continuously, and conducting such 
research here may be considered one of the elements of a 
transition to international standards in statistics. 


The heads of more than 100 enterprises and production 
associations in practically all the oblast’s industrial sec- 
tors took part in the survey. 


As compared to the beginning of 1994, production of the 
main categories of output grew at only one-fifth of 
surveyed enterprises, while at 65 percent of them, pro- 
duction declined. The forecast to the end of the year is 
less pessimistic: Production 1s expected to contract at 38 
percent of enterprises. But the share of those expecting a 
growth in production is not higher than in the first 
half-year (the greatest proportional share—39 percent— 
is comprised of those who believe that the situation will 
remain the same). 


At the time of the survey, production capacities for the 
main categories of output were being used to the extent 
of less than 50 percent at one in two enterprises (three- 
quarters of such enterprises in light and construction 
materials industries). The heads of 54 percent of enter- 
prises said that in the first half-year, utilization of 
production capacities had declined. A decline in their 
level of utilization is expected by 28 percent of respon- 
dents, but the number of those counting on improve- 
ment is the same as over the elapsed period—16 percent, 
and an equal number could not venture a forecast 
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As is known, one of the main causes of production 
decline lately has been distribution difficulties. The 
heads of half the surveyed enterprises acknowledged a 
decline in demand for their products in the first half-year 
(between 60 and 75 percent in machine-building, light 
industry, and food processing). The influence of this 
factor is probably even greater, but quite often enter- 
prises continue to ship products without guaranteed 
payment (since the beginning of the year total accounts 
receivable in the oblast have more than doubled). Prac- 
tically all are experiencing a shortage of working capital; 
in many instances, consumers are not satisfied with 
prices and quality. Only one-sixth of the respondents 
expect an increase in demand in the second half-year. 


Although inflation has slowed down since the beginning 
of the year, there are still no serious preconditions for a 
reduction in production costs. At only two surveyed 
enterprises did the managers note a decline in prices of 
purchased raw materials and parts, and three expect it 
before the end of the year. At the same time, 87 percent 
still experience continuous increases in the cost of mate- 
rial resources, and 70 percent fear that this will continue 
until the end of the year. Accordingly, almost two-thirds 
of enterprises intend to raise prices for their own output. 
That 1s, inflation expectations remain very high. 


The dynamics of prices, production volume, and 
demand affect changes in inventories of raw materials 
and parts. In the first half-year only 16 percent of 
enterprises increased them. The number of those where 
inventories declined was four times greater (63 percent). 
But this can hardly be explained yet by producers’ 
market mentality, that is, the desire to have optimal 
inventories of material resources. By inertia, many still 
would not mind stockpiling materials, and it does make 
sense—prices keep rising, after all—but there is no 
money to pay for this. 


At the overwhelming majority of enterprises (72 percent) 
the labor force was cut as well. Not a single enterprise 
among those surveyed intends to increase its labor force 
before the end of the year. 


A very alarming trend is the declining investment in 
production development. Less than one-fifth of enter- 
prises that answered this question in the survey expect it 
to increase before the end of the year. 


The decline in investment activities 1s caused to a great 
extent by the reduced availability of financial resources. 
More than half (55 percent) reported a decline in 
resources (in the coal industry the number of such 
enterprises comprised 92 percent), and only 15 percent 
of respondents reported an improvement in this area. 
The number of enterprises able to get greater access to 
credit and loan resources than at the beginning of the 
year comprised 34 percent. Only half as many count on 
an increase in these sources through the rest of the year. 
Only 7 percent noted an increase in budget financing, 
and less than 3 percent of enterprises count on it in the 
second half of the year 
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All the above affected the summary evaluation of the 
economic situation. Most respondents (57 percent) 
appraised it as negative at their enterprises, Only 10 
percent believe that they are doing well, and almost 
one-third are not sure where they are. None of the heads 
of enterprises in the coal industry and ferrous metallurgy 
saw grounds for optimism, Great uncertainty in evalua- 
tion of the situation is typical of heads of food processing 
industry enterprises. 


This brings to mind the answer an elderly man gave to a 
question about his health—worse than before but better 
than it will be in the future. At the same time, despite all 
the current difficulties, in their forecasts for the future 
the proportion of managers who expect an increase in 
business activities is considerably greater (37 percent) 
than those expecting it to decline before the end of the 
year (16 percent). This is a hopeful sign. 


June Inflation Rate Lowest in Three Years 
944K 2070C Donetsk DONBASS in Russian 10 Aug 94 
pl 


{[Unattributed report: “Inflation Rate Is the Lowest”’] 


[Text] In July 1994 the inflation rate in Ukraine was 2.1 
percent. This is the lowest rate of inflation over the past 
three years. 


Overall, over the period January-July prices in Ukraine 
increased |.7-fold. For the first time, prices for food- 
stuffs dropped this year (to the index mark of 98.4 
percent). According to Ministry of Statistics data, this 
was caused first and foremost by lower prices for fresh 
fruit and vegetables—by 22 percent and 19 percent, 
respectively. Prices for nonfood items increased by 3.4 
percent—the lowest rate since the beginning of the year. 
The greatest increase in prices and fees was registered in 
the category of for-fee services for the population—! 1.6 
percent. 


Donetsk Foodstuff Prices Vacillate 
944K 2127A Donetsk DONBASS in Russian 16 Aug 94 
pl 


[Review by Irina Gruzina, leading economist of the price 
recording aud index calculation department of the oblast 
statistics administration: “Although Counters Are Over- 
flowing, Prices Do Not Decline’’] 


[Text] Our ration currently necessarily includes vegeta- 
bles, and prices for them differ a lot. While over the past 
10 days prices for cabbage, cucumber ots, and 
onions went up, those for potatoes, bec*: ‘ic went 
down somewhat. 


Prices continue to vary in the oblast c) i rayons. 
For instance, with the average for the ovias: price for 
highest grade wheat flour being 6,880 karbovantsy [krb] 
per kg, it costs 4,500 krb in Dokuchayevsk and 9,000 krb 
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in Maryinskiy Rayon. Rice costs 12,000 krb in Arte- 
movsk, for instance, but 20,000 krb in Dobropolskiy 
Rayon. The lowest beef prices were registered in Ugle- 
dar—20,700 krb, and the highest in Novoazovskiy 
Rayon—46,500 krb. The cheapest milk is to be found in 
Maryinskiy Rayon—2,500 krb, and the most expen- 
sive—in Donetsk—4,000 krb. 


As the result of periodic 10-day surveys of foodstuffs 
availability show, rye bread, frozen fish, and dried fruit 
are not available for sale in 39 out of oblast’s 45 surveyed 
cities and rayons. 


At farmers markets, prices for salted pork, milk, sour 
cream, eggs, and vegetable oil went up. Prices for other 
monitored foodstuffs declined. As in the past, farmer 
market prices are higher than those in state stores. 


Among nonfood items, there is a decline in some prices, 
while some remain on the same level. Prices for women’s 
coats, men’s suits, boys’ shirts, and school and men’s 
footwear increased by 0.3-3.5 percent. 


Cholera Found in Donetsk Water Supply 


944K 2097A Donetsk AKTSENT in Russian 11 Aug 94 
pl 


[Interview with epidemiologist V.N. Shaposhnikova by 
O. Shepitko; place and date not given: “Choleriform 
Vibrios Discovered in Donetsk Open-Air Reservoirs’’] 


[Text] Rumors of incidents of cholera that is about to 
reach epidemic proportions are not subsiding—on the 
contrary, they are getting more widespread. This is under- 
standable: The horrible disease is spreading on the terri- 
tory of the CIS and is already almost next door. I called 
the city disease control station, quietly hoping that they 
will dispel my bad premonitions regarding a cholera 
epidemic. Alas, my conversation with epidemiologist V.N. 
Shaposhnikova was far from reassuring. 


[Shaposhnikova] All city reservoirs are checked weekly 
with respect to the presence of the choleriform vibrio. 
We have already done 210 tests, which produced 136 
laboratory findings. Choleriform vibrios have been 
found in the water. 


[Shepitko] What does it mean? 


{[Shaposhnikova] It means sort of a first step toward a 
real cholera. If choleriform vibrios get into a human 
body, they may mutate and in the end cause cholera. 
Although so far, thank goodness, we have not had such 
cases and the epidemiologic situation in the city 1s 
considered safe. 


All medical services are on full alert, however. Every 
patient with symptoms characteristic of cholera imme- 
diately undergoes tests. The situation is exacerbated by 
the fact that over the past three weeks there was a sharp 
rise of intestinal infections in Donetsk. Partly it is our 
own fault—giving the summer its due, we all try to get 
away from the heat on a day off, get to the beach and take 
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a dip in cool water, which, as it turns out, is a direct 
source of infection—there is not a single open-air reser- 
voir within the city limits with uncontaminated water. 
And the beaches, which over the past few years have 
been completely neglected and are not under anyone's 
supervision, are occupied, in a direct sense of this word, 
by hordes of rats. These disgusting animals carry a no 
less horrible disease—leptospirosis, which in a human 
begins like an influenza, and viral hepatitis, which is 
very hard to diagnose and which strikes kidneys and 
blood vessels. 


In short, it is best to skip city beaches. And definitely 
avoid buying meat, fish, and confectionery items in 
places not designated for trading, from accidental sellers. 
Even tap water is best boiled; fruit and vegetables need 
to be washed thoroughly, and milk products used only 
after processing—these are the rules everyone is aware 
of, but it never hurts to remind them once again. 


Birth Defects on Rise in Lvov 


944K2097B Donetsk AKTSENT in Russian 11 Aug 94 
p 2 

[Report by VEDOMOSTI staff correspondent Yu. Kryl: 
“Babies With Severe Birth Defects Are Born in Lvov 
Thrice a Month” } 


[Text] LVOV—Babies with birth defects are becoming a 
frightening reality, says in the VYSOKYY ZAMOK 
newspaper V. Doroshenko, chief physician of the Lvov 
perinatal center. To support this contention, he quotes 
statistical data: 20 percent of newborns in Ukraine are 
born with birth defects. The experience of the medical 
institution headed by V. Doroshenko also supports this: 
Three times a month babies are born here who are not 
expected to live or require immediate surgical interfer- 
ence. In the physician’s observations, over the past years, 
there was a substantial increase in the number of babies 
born with deformed extremities (six to seven fingers or 
none at all). Last year alone, after tests on pregnant 
women, almost 200 embryos with severe developmental 
problems were identified. All the women were compelled 
to have an abortion. 


Why are there deformed babies being born? Medical 
professionals believe that the answer to this question lies 
not so much in the ecology as in the low standard of 
living. The main causes are physical overexertion, stress, 
and inadequate nutrition of women. Rural women are 
especially susceptible to it. In seven rayons of Lvov 
Oblast, the death rate has long exceeded the birth rate. 
Now, six more rayons are approaching this point. The 
newspaper concludes that this trend indicates only one 
thing—we are facing a demographic catastrophe. 


Inefficiency of Conversion System Threatens 
Weapons Production 

94UM0529A Kiev BIZNES in Russian No 29, 26 Jul 94 
pp 1,3 

[Article by Yevgeniy Steriopolo: “Reforging Frying Pans 
Into Missiles, or How We Can Reorganize the Military 
Industrial Complex”’} 
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[Text] 


The place of the country in the modern world and its 
weight in the internatiunal community are determined by 
many factors. And no maiter how much this may sadden 
some people, military might is not the least of these. But 
military might at the end of the twentieth century, quite 
naturally, mainly depends not on the numerical strength of 
an army and on the number of divisions, but on the level of 
the arms and equipment. Military conflicts of recent years 
in various regions of the world have convincingly proven 
that war as presently understood will be not very reminis- 
cent of combat actions of the Second World War, with its 
massed armor strikes, assault crossings of water obsta- 
cles, and the capture of nameless hills. In times when the 
mind of the scientist and experimenter has acquired no 
less weight than the talent of the general, it is a war of 
electronics, communications, and the most up-to-date, 
primarily precision equipment operating at the limits of 
capabilities of today’s science. 


It is not surprising that every country concerned for its 
potential is striving to supply its own armed forces with 
the most modern equipment, either by buying it or by 
developing it independently. After inheriting a mighty 
scientific and experimental base from the former Soviet 
Union, Ukraine might have assumed far from the lowest 
place among those developing military equipment. But 
in recent years processes have been at work that are 
capable of pushing the country backward a long way, so 
that ultimately we will have to purchase modern 
weapons and equipment from other countries, in the 
process investing much more than would have been 
required to produce that equipment. 


One result of the process of unruly conversion 1s that 
today, according to some data, less than three percent of 
the funds received by the Ministry of Machine-Building, 
the Military-Industrial Complex and Conversion are 
spent for development and production of military equip- 
ment proper. Present-day scientific groups are falling 
apart, losing their best “heads” and earning their living 
by leasing their institute personnel to commercial struc- 
tures. Apparatus capable of working on highly complex 
tasks in development of precision weapons are used, in 
the best case, to produce simple items “for consumers.” 
How can we break out of this impasse? 


In the United States of America, the state ensures that 
the interest of companies in military orders will be high 
by allocating significant funds from the budget. There 
are enough funds to earn significantly higher profits than 
from non-military orders. So it is no surprise that the 
most well-known companies and the largest corporations 
literally fight over orders from the Defense Department. 
Such an approach works flawlessly, but of course only 
rich countries like the United States can afford it. With 
its budget, Ukraine cannot even dream of it. Of course, 
some steps by the state to meet the military industrial 
complex are possible even today, and it should be noted 
that some of them have already been taken. For instance, 
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in November of last year the Cabinet of Ministers 
adopted a special decree that provided for a number of 
measures to encourage enterprises developing military 
equipment, in particular tax and credit benefits. 


But overall, evidently, the path of other countries, 
France for instance, is much closer for Ukraine. In 
France, the Defense Ministry saves the taxpayers’ money 
and does not allow companies to “squeeze out” enor- 
mous profits from military orders. There is a complex 
system of incentives aimed at additional reward for 
success, in particular for the best research and develop- 
ments. The “French” path is also close to Ukraine in that 
such a system requires vigilant state monitoring. And in 
our country, where almost 100 percent of the enterprises 
of the military-industrial complex remain the property 
of the state, this is quite realistic. It would be necessary 
to resolve a number of “structural” problems, however. 
In other words, to reorganize the military-industrial 
complex in accordance with the same tested world 
approaches. 


In particular, throughout the world the organizational 
scheme for development and adoption of military equip- 
ment is approximately the same. The client, whose role is 
usually played by the defense ministry, selects a head 
company, with which it signs a contract for development 
and manufacture of an experimental model of a new 
weapon. The company must be sufficiently strong to 
assure establishment of the basic technical solutions, to 
organize the work of subcontractors, and then to conduct 
all types of complex tests of the test model as a whole. As 
a rule, one company is not capable of developing all the 
components of a system, so co-executors are chosen, of 
which there may be several dozen. A kind of pyramid is 
formed, the tip of which is occupied by the head executor 
of the order, relying on many subcontractor companies. 
As a result, thousands of specialists of different types 
work on the final goal, always with strict deadlines and 
high responsibility, so it is quite understandable that 
precise organization of the work by the head executor is 
of greatest importance for success of the research and 
development. 


For Ukraine, the problem is that in the former Soviet 
Union weapons research and development was orga- 
nized in such a way that nearly all of the head enterprises 
were in Russia. For this reason, after the breakup of the 
Union the Ukrainian military-industrial complex found 
itself decapitated, so to speak: with a general excess of 
small and medium enterprises of the military industrial 
complex, there is an urgent shortage of large scientific 
research institutes and design bureaus capable of acting 
in the role of head developers of modern weapons 
systems, capable, in other words, of completing the cycle, 
or topping off the pyramid. Nonetheless, there are sev- 
eral such enterprises. Undoubtedly the Dnepropetrovsk- 
based ‘““Yuzhmash,” the Kharkov Armor Design Bureau, 
the Kiev “Antonov” company for military transport 
aviation, and the Kiev “Kvant” must be counted as such. 
As many specialists see it, the formation of the minimum 
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necessary collection of head enterprises of the military- 
industrial complex, and their state sport, is possible on 
precisely this basis. After receiving this support, enter- 
prises combining large groups under unified leadership 
(several thousands of qualified and highly qualified 
specialists) will be able to create the base on which the 
entire system of research and development of military 
equipment will be organized. 


In the opinion of this author, a scientific production 
organization of the mixe! type will be the most effective 
form of activity of such companies. This form ts neces- 
sary to achieve the capabi tty of supporting the “French” 
approach to research and — ..:upment of weapons and 
military equipment, in other words without relying on 
excessive budgetary support, to organize the work of a 
company so that the use of “high” military technologies 
for the production of civilian goods 1s encouraged in 
every way, in order to obtain additional funds 1n that 
way. 


Thus the large enterprise, directed toward development 
and manufacture of experimental models of weapons 
and military equipment, will become the core of the 
scientific-industrial association. Toward this end, the 
design bureau and experimental plant must be combined 
in one legal entity (with a single account). Daughter 


enterprises will form around this core, with the task of 


developing and manufacturing civilian goods. The cen- 
tral enterprise would be a state enterprise, and the 
daughter ones joint-stock enterprises, with the workers 
of the central enterprise owning the majority of stock. 


Ihe association functions as follows. The central enter- 


prise receives orders from the Defense Ministry of 


Ukraine that are formulated for minimal profitability. 
The new technical solutions, materials and technologies 
created in the research and development of military 
equipment are transferred to the daughter enterprises, 
which use them for civilian goods. (For example, heat- 
resistant coatings for missiles are put on frving pans: 
high-resolution television displays are used for high- 
resolution television, etc.). Products of new quality made 
in this way will enter the market and bring 1n profits. The 
profits are distributed among the stockholders, who 
basically are workers of the central enterprise of the 
scientific production association 


This sort of organization assures the interest of all the 
interacting parties 


- The Defense Ministry receives experimental models of 


military equipment practically at cost 


The daughter enterprises essentially receive the most 
science-intensive part of their work ready made: new 
materials, designs, technologies 


- The personne! of the central enterprise of the scientific 
production association receive additional pay for their 
labor by participating in the profits of the daughter 
enterprises 
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Yes, undoubtedly the designers and engineers who own 
the stock of the daughter enterprises will be able to 
become fairly well off, to put it diplomatically. Someone 
may see injustice in this: they gain personal profit for 
themselves by drawing money from the budget. But this 
“privilege” by no means guarantees a profit; it only 
creates an opportunity to obtain one. If the work of those 
designers and engineers is bad, naturally there can be no 
thought of profit. It will come only if these people really 
are “bright,” and their hands “golden.” As for the moral 
aspects, eventually we will have to accept the layering of 
society into rich and poor, and who if not scientists and 
inventors, who bestow “new technologies” on society 
and assure progress, have the right to receive according 
to their talent? The model | propose is by no means 
abstract. It can be realized even today as a serious 
experiment, on the basis of one of the large formations of 
the military industrial complex, for instance the 
“Kvant” scientific research institute mentioned above 


Toward this end, it 1s necessary to combine into one 
enterprise the “Kvant’ scientific research institute and 
plant, as it was in the recent past before they were 
separated, and reform the charters of the enterprises 
already existing on the basis of ‘““Kvant” in accordance 
with the proposed model, for instance “‘Kvant-Efir,” 
“Kvant-Radar,” and ‘“‘Kvant-Mikro.”’ Here after 
becoming daughter enterprises, the latter would have 
their own accounts and freedom of maneuver. Thanks to 
this, the current situation that has arisen at “Kvant” 
would become impossible: under conditions in which the 
main client, the Defense Ministry, has not paid for 
several major orders, all the profit received from the 
“peaceful” orders goes into a “common pot” to pay off 
the debt 


Given energetic actions, this scheme could be realized 
even this year, and subsequently the Ministry of the 
Machine-Building Industry could assign other unprofit- 
able and inefficient enterprises of Kiev to this associa- 
tion, expanding the state basis of the scientific produc- 
tion association 


However it 1s a significant problem today that by no 
means everyone at ‘“Kvant™ or in the Ministry share this 
viewpoint. An enterprise with a strong production base 
and an advantageous location almost in the center of the 
capital is always going to attract a lot of people as facility 
for leasing of premises or a shop for earning a small 
short-term profit. That 's why a quite different scheme 
for reorganization of the association has also appeared 
According to this scheme, the central core should also be 
broken up into several companies, having their own 
accounts and thus independence. But such a “reorgant- 
zation” would be reminiscent of driving nails with a 
microscope, since this unique collective, designed to 
resolve the most difficult problems, particularly in the 
field of military equipment development, will fall apart 
and lose the mobility and cohesion that took years to 
develop. The fracturing and alienation and the lack of a 
clear vertical structure will make it impossible to make 
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efficient decisions. Many agreements and “‘arrange- 
ments’’ will be needed, a mass of conflict situations will 
arise, and in the research and development of military 
equipment, this will mean a loss of the main thing, time. 


The confrontation surrounding reorganization of 
“Kvant,” which last year acquired all the features of a 
trivial war for property, with hunger strikes, “personnel” 
battles, and newspaper articles, thus went far beyond the 
framework of a normal conflict and acquired funda- 
mental importance. Largely dependent on the outcome 
of this confrontation is the model of existence of the 
military industrial complex of Ukraine, and the answer 
to the question: Can we arm the Ukrainian army with the 
latest developments of science independently, or will we 
be forced to buy weapons from other countries, some- 
thing that will be incomparably more expensive. 


Saburov Views Privatization, Kuchma 


944F1151A Moscow SEGODNYA in Russian 29 Jul 94 
py 


[Interview with Yevgeniy Fedorovich Saburov by 
Mikhail Leontyev; place and date not given: ““Yevgeniy 
Saburov: We Have Breached the Economic Blockade of 
Crimea”’] 


[Text] Yevgeniy Fedorovich Saburov was born in Crimea 
in 1946. He is a graduate of Moscow State University’s 
Mechanical Mathematics Department and a specialist in 
macroeconomics. Since 1990 he was in Russia’s govern- 
mental structures. He was the deputy minister of educa- 
tion in Silayev’s government and leader of the prime 
minister's group of economic advisers. For four months 
(from August through November of 1991), he was a deputy 
prime minister and minister of economics. In January 
1992 he organized and headed the Russian Government's 
Center for Information and Social Technologies. After 
Yuriy Meshkov’s victory in the presidential elections in 
Crimea, he received an invitation to form the Crimean 
Government. 


{Leontyev] Asa result of the presidential elections, a new 
situation has arisen both in Ukraine and in Crimea in 
particular. How do you assess it? 


[Saburov] This is really an epochal event: For the first 
time in the history of the countries of the former USSR, 
as a result of elections, a ruler has been changed by 
democratic means. The ruler was not shot, although he 
was bitten. He departed. After all, democracy does not 
lie in the holding of free elections, but rather in the fact 
that the results of these elections are binding on the 
powers that be. 


Mr. Kravchuk, of course, will remain in the history 
books as the first president of a free Ukraine, but this 
person does not evoke special respect. For many reasons, 
and due to the fact that he was a petty provincial staff 
worker of the party organs, totally devoid of a state 
mentality. In fact, under him, all the reforms had been 
curtail.d, while Ukraine remained the last stronghold of 
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a communist regime. | was surprised when I saw how 
strong the communist way of thinking is here in Ukraine 
and how much nothing had changed. Having come here 
from Russia, | had traveled from a free country to a 
communist area. We are greatly inclined to curse Russia, 
being in Russia, but I should say that we have taken a 
seven-league step (if anyone does not believe this, he can 
travel to Ukraine and see from whence we left). There- 
fore, the fact that this president suffered defeat, despite 
the fact that he played a very dishonest game, all in all, 
points to the fact that the population here is very tired of 
communism. 


{Leontyev] And what about the results of the parliamen- 
tary elections? 


[Saburov] The parliamentary elections are a slightly 
different matter. These elections in Ukraine were more a 
vote for competent people, inasmuch as everyone was 
fed up with the former Ukrainian parliament which did 
not understand anything and could not solve anything. 


[Leontyev] Is Moroz’s faction more competent? 


[Saburov] Competence in the understanding of the ordi- 
nary Soviet person meant that the elected person held 
positions of some kind and supervised something. Nat- 
urally, for the most part, these are former or current 
members of the party. This also explains the abundance 
of communists, while the population is really not sym- 
pathetic at all toward the communists. 


[Leontyev] Perhaps, what played a role here is the fact 
that the communists had always been more pro-Russian 
in their attitudes and this affected the outcome of the 
elections in the east and the south? 


[Saburov] That is so. But I think that their pro-Russian 
frame of mind should end soon, inasmuch as they will 
see that Russia is no longer a stronghold of communism. 
As soon as they sense this, they will stop supporting 
Russia. They will say that only here does the genuine 
Russia remain. 


As for Kravchuk, he played a very unpleasant game. 
He—an ideologist of communism—suddenly declared 
himself, as they say in Ukraine, a nationalist, i.e., one 
who supports the idea of independence and everything 
that goes with it. Thus, he attracted to his side the oblasts 
which, in principle, based on his economic behavior, 
should have come out sharply against uim. These are 
oblasts that are oriented more toward Europe (for 
example, toward Poland), oblests that are gravitating 
toward private property and do not accept any kind of 
communism. We Russians, very often, do not under- 
stand that the deeds of the communists in the outlying 
nationalist districts were perceived as the deeds of Rus- 
siaiis. When, in Lvov and Ivano-Frankovsk, they open 
up mass graves, where the entire intelligentsia of 
Western Ukraine had been destroyed and when they tell 
about the carnage which the communists organized in 
1939, they are telling the truth. The falsehood, however, 
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lies in the fact that they call this a Russian invasion, Of 
course, we understand that these were communist deeds 
and that there were people of very diverse ethic groups 
there. But we should remember that Western Ukraine 
perceived it in precisely this fashion: The fraternal 
Russian people suddenly stabbed them in the back with 
a knife. 


That one must answer for his personal sins is something 
everyone understands. But is it necessary to answer for 
the sins of forefathers? This is a completely abstract 
question. We are answering for them. We really are 
answering for them. We are being punished by the hatred 
of those peoples with respect to whom our forefathers 
committed injustice. And this is a reality we should face. 


[Leontyev] There is one more reality, consisting of the 
fact that the movement in Russia, which calls itself 
patriotic and nationalistic, 1s essentially imperialistic 
and pro-communist and it does not want to answer for 
these sins, does not consider them sins, and is thereby 
providing a basis for Russia’s role being interpreted 
precisely in this fashion. 


[Saburov] If a person calls himself a Russian, then he 
should take upon himself not only the reflection of 
Pushkin, but also that of Malyuta Skuratov. He should 
understand that various people were Russians. And that, 
in some places, a Russian is perceived as a person of 
‘“‘Pushkin’s ethnic group,” and in others—as a person of 
“Skuratov’s ethnic group.” And it is impossible to repu- 
diate one without repudiating the other. The formation 
of the Russian national consciousness (if it arises and 
takes the place of the imperial consciousness) should be 
vast. It is not a matter of pride. This is too superficial an 
approach. Everything is substantially more complex and 
profound. The fact that it is impossible to draw a 
distinction between Ukrainians and Russians is another 
matter. There have been some attempts to designate and 
isolate somehow the Ukrainian national character from 
the Russian. There are internal distinctions. On a joking 
level. In any event, drawing this distinction is extremely 
complicated.... 


Kuchma’s accession is a breath of fresh air. But I do not 
think that he will succeed in turning the situation around 
quickly now: There is a most difficult conservative 
parliament. I would be happy if I were mistaken, but the 
situation is very difficult. 


[Leontyev] But does it not seem to you that now Kuchma 
will have to display extreme caution in the Ukrainian 
question and in the Russian question, inasmuch as, in 
order to achieve stability, he should show that he is also 
the president of Western Ukraine as weil? 


[Saburov] If Kuchma attempts to maintain stability in 
Ukraine in this way, he is doomed to failure. The only 
way out for him lies in purely economic actions and 
reforms. To keep everyone busy with privatization, the 
earning of their daily bread, and the accumulation of 
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wealth. This means stability in Ukraine, ties with Russia, 
revitalization of production, and stopping political 
maneuvering. 


[Leontyev] Do you have a good notion of Kuchma’s 
economic views? 


[Saburov] This is a very complicated question. Kuchma 
is a supporter of the reforms and private property. 


[Leontyev] In contrast to Kravchuk? 


[Saburov] Nothing interested Kravchuk. He was a sup- 
porter of everything that would help him stay in power. 


[Leontyev] What are the new president's views on the 
Crimean problem? 


[Saburov] I do not know how Kuchma will behave now, 
but throughout the entire election campaign he acknowl- 
edged the need for a federative system for Ukraine. This 
is extraordinarily important for Crimea, but this is also 
important for all of Ukraine. 


[Leontyev] So that, now, with Kuchma’s victory, this 
question is becoming timely for Western Ukraine as 
well? 


[Saburov] Yes, certainly. I think that the demand for a 
federation originally came precisely from Western 
Ukraine and a federation is exactly what it needs most of 
all. This is a special cultural community, loosely con- 
nected to the rest of Ukraine, oriented toward Poland (in 
contrast to the rest of Ukraine, which is oriented toward 
Russia) and almost without Russian roots. 


A federation is very much needed for the South: Odessa, 
Nikolayev, Kherson.... 


[Leontyev] By a federation, do you mean a land system? 


[Saburov] Yes, though not simply a land system, but a 
land system on an agreement basis. 


[Leontyev] Kuchma was ready, prior to the elections, to 
agree to a “Tatar” formula for relations with Crimea? 


[Saburov] Yes, the response was unambiguous. 


[Leontyev] What opportunities will arise for Crimea if 
this is carried out? 


[Saburov] First, Crimea will become a cultural bridge for 
two countries: Russia and Ukraine. 


[Leontyev] It is hard to imagine Crimea becoming a 
cultural bridge in a situation when Crimea has torn away 
from Ukraine to a much greater degree than, for 
example, Belgorod Oblast or other oblasts that have a 
neutral attitude toward Ukraine... Crimea hardly has a 
neutral attitude toward Ukraine. 


[Saburov] In Crimea, they had a very rigid attitude 
toward the attempts at Ukrainization. Under Kravchuk 
there was undisguised pressure on Crimea. It is high time 
to stop the rot, on which, for example, the newspaper 
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IZVESTIYA and other pro-Kravchuk Russian organs of 
the press have been feeding. In Crimea a most harsh 
policy of Ukrainization was carried out, which evoked 
public resistance of a highly noble kind. If this had not 
been Crimea and if this had not been a situation 
involving Russia and Ukraine, I think that newspapers 
throughout the entire world would have written about 
this: how Crimea is resisting the attempts to destroy the 
Russian culture in this area. Indeed, Crimea remained 
the only territory which held onto the great Russian 
culture, all the rest had surrendered. Even the Donbass 
had surrendered. All education there had been Ukrain- 
ized. Mr. Talanchuk (this figure needs to be remembered 
by Russian cultural workers), whom, thank God, Mosol 
immediately retired, was pursuing a policy something 
like this: Yes, Ukrainization of all of education will 
sharply lower the Ukrainians’ intellectual level, but the 
main thing is that after 30 years no one in this area will 
remember the Russian language. Even if it is at the cost 
of a drop in Ukraine’s intellectual potential. Crimea 
remained the only region where higher education was 
being conducted in Russian and all the attempts at 
pressure failed. This led to the fact that, in Crimea, there 
were completely fantastic competitions for the VUZ’s 
[Higher Educational Institutions]. We intend to take 
advantage of this if the nonsense in Ukraine is not 
stopped. Ukraine broke off with Russia and formed its 
own, Ukrainian science (there is also an urge to say: 
purely Aryan) and it attempted to divorce itself from all 
Russian values. But all Crimean science is Russian 
science. And all the space research carried out in Crimea 
(Crimea was a space research center in the former USSR) 
suddenly became Ukrainian. All Ukraine’s scientific 
journals switched to the Ukrainian language. Imagine 
this: a report about astronomy observations in a Kiev 
journal in Ukrainian—this is a laugh for scientists who 
are used to publishing in Moscow journals with a sum- 
mary in English. This is why, when I say that Crimea 
should become a bridge, it is really not that inconceiv- 
able. The fact is that Ukrainian science and Ukrainian 
scientists can restore their ties with Moscow through 
Crimea. which will enrich both sides. 


With respect to the economic situation, I would not say 
that Crimea is a bridge between Ukraine and Russia. 
First, no one wants to repeat Russian mistakes. And 
second, Crimea is a special region, to which it makes no 
sense to proceed along either the Russian path or the 
Ukrainian one. Crimea can first demonstrate that it is 
not necessary to carry out reform in the Far East like it is 
carried out in Vladimir Oblast, or in Karelia like it 1s in 
Moscow. And that the economic orientation of the 
regions is a reality which no Chubays should be allowed 
to destroy. 


[Leontyev] What do you have in mind? 


[Saburov] Shall we return to 1991 and see what we 
wanted to do then? How the idea of voucher privatiza- 
tion, expressed 10 years earlier by Nayshul in its original 
meaning (and to which, I believe, I also contributed 
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some small amount), looked? If the choice is between 
accuracy and speed, it is necessary to choose speed. That 
is the way it is. But for me personally, voucher privati- 
zation, or rather, the correlation of compensated and 
uncompensated privatization, was an instrument of the 
struggle against inflation, which I believed to be inevi- 
table. I also believed that this was the greatest danger, 
inasmuch as inflation during privatization is of a partic- 
ularly destructive nature, destroying the investment. It 
had been necessary to direct funds toward investing and 
to draw them out of the consumer market by every 
possible kind of means, the first of which was voucher 
privatization. From the very start we assumed a flexible 
system. One with critical points, during which the situ- 
ation is examined, and with continuous attempts to 
direct the population’s funds toward the acquisition of 
stocks. We viewed the voucher more as an instrument 
for enticing the population into the ownership of prop- 
erty. And as an artificial creation of the primary securi- 
ties market, in which stocks, which, naturally, can be 
acquired for either vouchers or money, should begin 
-irculating immediately. And this correlation is to be 
checked all the time. To throw more behind the 
vouchers, if money does not respond, and to exempt 
from taxes all the money that does ~ for the purchasing 
of stocks. 


These methods were developed and proposed by us. We 
even calculated a certain series of stages. The program 
proclaimed as its goal the creation of true investors. 
Because we considered all the rest, including financial 
stabilization as well, to be derivatives: If there are true 
investors, then we can achieve financial stabilization. In 
turn, financial stabilization would support the creation 
of true investors. And it is very unfortunate that only 
after several years, when everything had already been 
carried out and had been completely unsuccessful, did 
these views, which we expressed then, begin to be 
understood. Then, however, no one understood us. Even 
though we were talking about completely normal things. 
We believed that it would be very easy to break away 
from the slender thread. And very easy to make it so that 
all the money would go into the consumer market. And 
then came hyperinflation, the deflation shock, and the 
lack of investments. 


Chubays, it must be said, came to Moscow as an oppo- 
nent of voucher privatization. I considered myself then 
to be its supporter and he, as it were, opposed me. The 
word “money” evoked in Gaydar a religious feeling of 
worship: ““Voucher” was a bad word and money was a 
good one. Over the course of all of 1992 they just 
investigated and tried to understand just what was going 
on. By the end of the year they finally understood: 
Money just would not work. And they dashed to the 
other side and, with a neophyte’s ardor, fell in love with 
vouchers, with absolutely no understanding of what kind 
of instrument it was and why it was needed. 


[Leontyev] Is there a possibility of carrying out privati- 
zation in Crimea without repeating the Russian mis- 
takes? 
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[Saburov] The situation in Crimea is completely dif- 
ferent. Without repeating the Russian mistakes does not 
mean Russian-style privatization with certain adjust- 
ments. It is really necessary to carry out precisely the 
kind of privatization that should be appropriate in 
Crimea. Privatization is not a goal, rather, it is a means 
for the more efficient operation of production. If this is 
clearly recognized, then what needs to be done in Crimea 
is quite clear. It is another matter that in Crimea there is 
an extremely weak parliament and weak, so to speak, 
political thinking. There are a great number of myths 
and an absolute information blockade, i.e., they do not 
know the Russian experience here. An information 
blockade with respect to Russia, but also with respect to 
Ukraine, inasmuch as no one is reading the Ukrainian 
newspapers either. They are all stewing in their own 
juices. The only newspaper being disseminated here is 
IZVESTIYA, which has an attitude that is so anti- 
Crimean and so pro-Ukrainian that it is more likely to 
give disinformation. 


[Leontyev] Is it possible to mention the parameters of 
privatization and the principles that characterize 
Crimea’s uniqueness? 


[Saburov] Crimea is a unique region, in which there are 
several regions, very diverse. To a significant degree, 
Crimea is an agricultural region and, in this sphere, 
privatization has special features and quite serious ones. 
In Russia, the privatization in agriculture did not make 
any headway. It was precisely Chubays who shirked his 
responsibilities, inasmuch as he turned out to be com- 
pletely unable to come to understand just what Russia 
was. As for Crimea, however, there are several agricul- 
tural areas here and several types of agricultural produc- 
tion. And they, naturally, should be privatized in dif- 
ferent ways. All this has been worked out. Many of them 
should be privatized like industrial enterprises, even 
though they are agricultural ones. As for Crimea’s indus- 
trial enterprises, these are investment deals involving 
vouchers. Local, home-grown ones. But there is also a 
recreation area—a completely special phenomenon. In 
Russia there is no experience in the privatization of such 
areas, inasmuch as we have almost none. 


[Leontyev] Are there specific obstacles to privatization 
which exist in Crimea? 


[Saburov] First, there is the Black Sea Fleet. This is an 
incomprehensible property which, at the same time, is 
being sold and the military people do not want to put up 
with schemes of any kind for its privatization. The 
second biggest obstacle 1s Ukraine’s Ministry of Defense, 
which also has a lot of things in Crimea. Although, what 
the ministry may have is completely incomprehensible. 
For me, this is nonsense. There are sanatoriums. Russian 
departments build them, but they were all taken over. 
Everything that belonged to the USSR Ministry of 
Deiense became part of Ukraine’s Ministry of Defense. 
Everything which the Council of Minis crs and the 
Central Committee owned became the property of 
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Ukraine’s Supreme Council and, from there, the prop- 
erty of Crimea’s Supreme Council and later, the property 
of Crimea’s president and government. But all this is on 
paper. In point of fact they did not go from anywhere to 
anywhere. No one is paying for them and it is not known 
to whom they belong. They all believe that these things 
belong to them. In point of fact, these are completely 
wretched institutions. First, it is necessary to stop con- 
sidering them to be “sanatoriums,” which they have 
never been. We are declaring them to be tourist sites and 
we are putting them up for auction. 


[Leontyev] Who are we—the Government of Crimea? 
[Saburov] Well, let us all send a representative. 


[Leontyev] Sending a representative is possible, but how 
is the money to be divided? 


[Saburov] What money? There is none. I would not give 
a kopek for Foros. Because it requires so much invest- 
ment, it is so unprofitable, and it is so poorly built in 
general, it cannot be used as a money-making tourist site. 
There are many like this. Converting these sites into 
commercial sites requires very large investments. 


[Leontyev] Is an individual approach needed everywhere 
in the health resort areas’ 


[Saburov] No. The inexpensive health resorts are basi- 
cally all the same. They can be privatized en masse. As 
for the ““dachas,” they need to be dealt with individually, 
and they do need to be dealt with. I would like to find 
some eccentric person—a shaykh, it does not matter 
whether from Saudi Arabia or from Tatarstan. The rich 
have their own whims. In Crimea there is so much 
historical, great... 


[Leontyev] But the problem of the Crimean Tatars is not 
a specific Crimean obstacle to privatization? 


[Saburov] This, of course, is a complicated story. The 
political struggle of some groups against other groups 
and the playing, so to speak, of the “Tatar Card.” The 
Tatars were simply bought off. Mr. Kravchuk handled 
this most successfully. All this contributed to the desta- 
bilization in the Crimean situation. The majority of 
Crimeans had no anti-Tatar prejudices of any kind. 
Everyone knows—the people were tortured and 
expelled. But there are certain limits. 


[Leontyev] I was startled by the large number of unfin- 
ished houses, stylish houses by our standards. Always 
unfinished, as it were, before the final sale: windows 
covered with plastic, the roof covered, everything set up, 
the main portion completed and everything abandoned. 
At these construction sites, for all practical purposes, I 
did not notice a single completed house. 


[Saburov] There is a problem. The only way out is 
dialogue. 


[Leontyev] With all the shouts about Crimea’s “separa- 
tion,” nothing has been heard about what the Crimean 
Government is doing specifically. Could you not enu- 
merate specific items? 
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[Saburov] Properly speaking, there is still no government 
of any kind. Until now there have been four people 
working there and the structure has not been approved 
by the parliament. But we have already introduced here 
a free currency exchange rate. We have introduced a 
profits tax. And this has saved industry. Our enterprises 
were supposed to shut down in April, but they are 
operating, they have scrapped together a little money 
and, basically, they have a future. To go on. We have 
signed agreements with Russia, with individual Russian 
departments and with regions, and have thereby opened 
the gates for the signing of specific agreements. Even 
now, our enterprises are signing agreements and 
receiving orders from Russia and vice versa. The 
delivery of products to Russia has begun. This is very 
important. This is a breaching of the economic blockade. 
As the next stage we should run the financial blockade. 
In order to do this, we are now admitting Russian banks. 
There is an edict. In general, this pertains to all banks, 
not just Russian ones. We have developed a fantastic 
pace. The government’s program has been approved. A 
very great deal has been done in two months. 


Saburov Economic Optimism Decried 


944K2099A Moscow KOMMERSANI-DAILY 
in Russian 9 Aug 94 p 3 


[Article by Aelita Kochetkova, followed by report on 
comments by political and tusiness officials under the 
rubric “Economic Policy of Crimea’: “The Crimean 
Government’s Optimism Has Begun To Cause Misgiv- 
ings” ] 

[Text] The viability of the Crimean Government's eco- 
nomic policy has for the first time been openly questioned 
by representatives of local political and business circles. 
Yesterday a number of businessmen made negative eval- 
uations of the optimistic program declarations of Yevgeniy 
Saburov, vice premier of the Republic of Crimea, that were 
heard last week. 


Saburov’s position ts in principle understandable—he is 
attempting to show that Crimea possesses the necessary 
resources for stable independent development and that it 
is now only a question of choosing the right economic 
policy. The vice premier of Crimea even emphasizes 
here that Crimea should be some “pioneer region,” 
whose market successes could have a demonstration 
effect for all of Ukraine. Saburov cites as an example 
Russia, where Nizhegorod Oblast serves, in his opinion, 
as such a region. Crimea’s autonomy, the vice premier 
believes, makes it possible to achieve the “purity of the 
experiment.” 


But Yevgeniy Saburov’s weakness is that the new gov- 
ernment cannot yet present convincing proof that his 
optimism is justified. As of today, according to the head 
of the Crimean Government, the main achievements 
have been the opening of the interbank currency 
exchange in Crimea, the attempted transition to a par- 
ticular system of the licensing of foreign banks, the 
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creation in Crimea of its own tax system, and its own 
currency regulation. True, as Saburov acknowledged, 
privatization in Crimea has yet to begin. 


Meanwhile, the real difficulties for Crimea’s indepen- 
dent development (even under the conditions of an 
optimum tax and currency policy) are obvious. Crimea 
lacks natural resources in the traditional Russian under- 
standing, that is, has no deposits of minerals whose 
exploitation could bring in foreign currency. Nor is the 
use of climatic resources all that promising—Crimea is 
not ultimately distinguished by political stability or a 
developed infrastructure, which are essential under 
modern conditions for the development of profitable 
tourist business. 


The development of Crimea as a financial center (which 
is, in principle, promising for small countries) is also 
very complicated on account of the absence of the 
corresponding traditions. Thus the skeptical attitude 
toward the Crimean Government’s economic policy that 
has begun to emerge among business circles may be 
considered perfectly natural. 


Assessments by Political and Business Circles of 
Crimea of the Economic Policy of the Yevgeniy Saburov 
Government 


Andrey Senchenko, deputy chairman of the previous 
Government of Crimea, does not share Yevgeniy Sabu- 
rov's belief that the confrontation between the executive 
and the legislature will fizzle out. Mr. Senchenko 
believes that the mood in parliament and in the parlia- 
mentary presidium are not one and the same thing. The 
attitude of the majority of members of parliament 
toward the government remains the same as before, and 
the so-called irreconcilable opposition has not only 
united but has begun to act in more adept fashion. Each 
step and each action of the government are now studied 
more closely, and any mistakes will receive a perfectly 
definite interpretation. 


Larisa Taralenko, director of the ENKO-Trust Com- 
pany, considers the government’s considerable profes- 
sional superiority to parliament an appreciable factor 
hampering the interaction of parliament and govern- 
ment. Although, by virtue of Saburov’s economic past, 
this superiority is present in the field of the theory, not 
the practice, of economic activity. The fact that the 
constitutional head of the executive—President Yuriy 
Meshkov—does not perform an appreciable role in the 
formulation of economic policy weakens the govern- 
ment’s positions, in Miss Taralenko’s opinion. 


At the same time Crimean experts consider the most 
serious shortcoming of Saburov’s team its lack of a social 
base. Andrey Senchenko, for example, believes that the 
present Crimean Government is wholly unrelated to 
Crimeans’ choice. In this sense Leonid Kuchma’s victory 
at the all-Ukraine elections will change little—he will 
have to act according to the interests of Ukraine as a 
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whole, even, perhaps, passing up his own personal inter- 
ests and, even more, the interests of Crimea. The weak 
support for Saburov on the part of the electorate is 
caused, in addition, by the secrecy of his governrment— 
Crimeans have yet to see any economic documents. The 
same policy has been pursued with privatization also. In 
fact, Senchenko believes, the failure of the government 
and Saburov’s team with regard to privatization has 
been caused by the fact that it 1s not the essence of the 
government’s proposals but, as it were, the tactics of 
preparation for privatization that are being discussed. 
No one has propagandized this idea here, no one has 
explained that privatization is extremely important for 
Crimea. 


Local observers are also skeptical of Yevgeniy Saburov’s 
key 1dea—the conversion of Crimea into a “pioneer 
region’’ and model of development for the whole 
country. Experts believe that, on account of the specifics 
of its conditions, Crimea could correspond to these plans 
only to a very slight extent. First and foremost, there is 
no major industry or raw material here that could be 
exported; all this would prevent a transfer of the results 
of the economic experiment to the rest of Ukraine. 


What is called a resort base and recreation zone 1s 
adapted only for the recreation of inhabitants of the CIS; 
the level of service and tourist facilities differ strikingly 
from that to which Western tourists are accustomed. In 
addition, according to Miss Taralenko, the situation 1s 
made worse by Yuriy Meshkov’s extremely unpredict- 
able steps. As a result the Crimean experiment in eco- 
nomic independence could be fraught with very complex 
political consequences for Leonid Kuchma. 


Local business circles are calling Saburov’s economic 
policy ‘‘fragmentary.”’ In the opinion of Boris 
Finkelshteyn, manager of the Simferopol branch of the 
Privatbank, the bright spot in the cabinet’s work was the 
law on currency regulation. But, not bolstered by other 
laws (there is, essentially, no developed legislative 
system in Crimea), it is operating extremely inade- 
quately. 


INTERNATIONAL AFFAIRS 


Problems of Integration into Asia-Pacific 
Economic Space Examined 


944F115S0A Moscow NEZAVISIMAYA GAZETA 
in Russian 26 Jul p 2 


[Article by Valerian Sokolov, senior associate at the 
Institute of Asian Countries of the Russian Academy of 
Sciences, and Mikhail Startsev, associate at the Main 
Engineering Administration of the Ministry of the Mar- 
itime Fleet: “Commercial Seaports instead of Military 
Bases: The Gates to the Asia-Pac:fic Region Can and 
Must Be Opened More Widely”] 


[Text] Russia’s entry into the Asia-Pacific economic 
space 1s objectively complicated by the fact that until 
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recently a process of building up the Soviet military 
presence was being following in the Far East at the 
expense of economic cooperation with countries of the 
region. The conditions of port development in this 
region have been very constrained until now. The navy 
dominated in the best places on the coast for navigation. 


As a result of this one-sided development in the Far East 
there is today a severe shortage of port facilities, espe- 
cially in the sphere of foreign trade shipping. The total 
export-import capacity of Vladivostok, Nakhodka, and 
Vostochnyy 1s only about 25 million tonnes a year, while 
the requirement for export alone is more than 30 million 
tonnes. The shortage of port capacities is limiting Rus- 
sia’s foreign trade operations, and may in the future 
become a serious obstacle to development of economic 
ties with the Asia-Pacific region. 


A pressing problem ts arising: broad port development 
with the attraction of domestic and foreign capital and 
formation of new free economic zones near large ports in 
addition to the one at Nakhodka. New port construction 
is inevitable. But it will take a great deal of time, will 
require large appropriations, and will not produce an 
impact for 10-15 years. 


Under these conditions it is entirely proper to turn to the 
harbors occupied by navy bases with their elaborate 
shore infrastructures that are to some degree suitable for 
use for civilian purposes—docks, warehouses, work- 
shops, and the like. 


In our opinion it would be wise to begin conversion of 
the naval infrastructure into port infrastructure in 
Sovetskaya Gavan Bay, which 1s losing its importance as 
a naval base. It will require reoutfitting to use the 
existing docks as port terminals. As preliminary esti- 
mates indicate, about 20 of the existing 30 navy docks 
can be involved in the process of commercial shipping. 
To convert them and other shore facilities of the infra- 
structure will require at most one-half the expenditures 
needed for building new, analogous facilities, and the 
time required would be significantly less. Terminals can 
be built on the basis of these docks which will be suitable 
for use in transport-industrial systems of the basis such 
as ro-ro, container, and lighter shipping as well as for 
processing timber and general cargo. Within a year the 
capacities of the terminals can be increased to 2-4 
million tones, and to 6 million tonnes a year when fully 
developed. 


Rapid inclusion of the naval shore infrastructure in 
Sovetskaya Gavan Bay in the commercial shipping 
system can be the most efficient and realistic beginning 
to solving the problem of port development in the Far 
East for another reason as well. The bay is very favorably 
located relative to the country’s rail system. Whereas the 
rail approaches to the southern part of Maritime Kray, 
where al! three of Russia's export-import Pacific Ocean 
ports are located, are overloaded and technical problems 
will require large capital investment and time for mod- 
ernization, the rail line connecting Sovetskaya Gavan 
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with the Transsiberian Railroad has reserve carrying 
capacity and possibilities of increasing capacities 
without significant modernization. 


The second point in the Far East where a broad program 
of conversion of naval shore infrastructure into port 
infrastructure can be accomplished is Strelok Gulf with 
its convenient, protected bays. The nine strategic 
nuclear-missile submarines based there together with 
support forces were built in the 1970’s and belong to 
obsolete classes of ships which should be eliminated 
from the navy’s fighting fleet as obsolete or in confor- 
mity with the SALT-2 Treaty. 


It is relevant to note that it is time to make an objective 
assessment of whether the strategic naval forces and the 
general-use forces that support their activities should 
continue to occupy the bays (generally the best ones) that 
they have today, thus thwarting prospects for develop- 
ment of port facilities in the Far East. The limited 
combat significance of these forces is common knowl- 
edge: The high noise level and inadequate efficiency of 
our atomic submarines’ sonar devices give our oppo- 
nents a decisive advantage in detection range. Almost 
every one of our strategic submarine ships is under 
constant secret surveillance. And our numerical superi- 
ority (at the time of signing of SALT-1 we had 62 
nuclear-missile submarines and the United States had 
36) creates nothing but an illusion of reliable “parity.” 


In any case, it can be asserted that Strelok Gulf is losing 
its importance as a base for one of the two components 
of the Pacific Fleet’s strategic nuclear-missile forces (the 
second component is based on Kamchatka) and it can be 
turned over for use according to its natural purpose—as 
the site for building another Russian seaport in the Far 
East—without detriment to national defense. 


The presence of a rail line will make it possible to include 
the future port of Strelok in the country’s transportation 
system without significant additional expenditurc:s. In 
the first stage of development of the new port, just as in 
Sovetskaya Gavan Bay, the reoutfitted shore infrastruc- 
ture of the naval base can be used for port terminals. 
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To give a complete picture of possible port development 
in the Far East we must also mention Posyeta Gulf, 
whose natural conditions are extremely favorable for 
building a port there. 


As a result of the proposed conversion the Pacific Fleet 
will keep two of its four primary bases (Vladivostok and 
Petropavlovsk-Kamchatskiy) and will give up the bays 
and shore infrastructure it is now using in the bays of 
Sovetskaya Gavan and Strelok for port development. 


We believe that two primary basing regions for the 
Pacific Fleet in the main operational sectors, on the 
flanks of our Pacific coastline, will be entirely adequate, 
bearing in mind the inevitable major reduction of stra- 
tegic nuclear naval forces and the general-purpose forces 
that support them plus the restriction of the navy’s ocean 
missions that is now appropriate. As we know, naval 
specialists consider their primary missions to be 
defending our sea lanes and defending navigation on the 
ocean. But if we were to continue to maintain an 
extremely strong navy in the Pacific to perform these 
missions, what could we expect from other countries of 
the Asia-Pacific region (following our logic), if they 
account for about 99 percent of the general maritime 
shipping in the region and we do only about | percent! 


Conversion of the navy base infrastructure of the Pacific 
Fleet should not and cannot be to the detriment of the 
social status of the servicemen who are released in 
connection with the conversion of naval shore facilities. 
On the contrary, the development of new commercial 
ports and, in the future, development of duty-free zones 
in ports in place of naval bases will invigorate the 
economic situation in these regions and open up broad 
possibilities for housing and cultural-domestic construc- 
tion and provide work not just for the servicemen who 
are released and members of their families but also for 
other strata of the population in the port zones. An 
example of such development is observed in the 
Nakhodka free economic zone. Foreign experience also 
illustrates this (Shanghai, Hong Kong, and Singapore). 


The problem of rapidly developing the port system in 
Maritime Kray by using naval harbors, converting them 
to civilian use, is so important for Russia that a state 
program should be worked out for this development. 
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KAZAKHSTAN 


Eurasian Union Analyzed 


944K2101A Almaty KARAVAN in Russian No 32, 
12 Aug 94 p 7 


[Article by Sapa Mekebayev under the rubric “Fore- 
cast’: “The EAU: Stalemate Situation’’] 


[Text] i he idea of a Eurasian Union (EAU) is closer and 
more comprehensible to theoretical political scientists 
than practical politicians. It may with a large degree of 
certainty be allowed that such a confederation of states 
will be both undoubtedly desirable and entirely possible 
in that distant period of time that begins after the present 
generation of politicians has left the stage. It is already 
obvious that the latest attempt by Kazakhstan to nudge 
its CIS partners toward closer convergence will fail, 
having, as always for that matter, raised President 
Nazarbayev's actions in the eyes of the inhabitants of the 
contiguous countries (precedents: the Ogarcvo initia- 
tives, nonparticipation in the Belovezha summit, and the 
subsequent attempts “to glue together the fragments’’). 
The reasons for this failure, of course, have not in the 
least been caused by the situation within Kazakhstan 
itself. Rather the contrary, economic, political, and geo- 
ethnic realities prompt the republic toward an alliance 
with its neighbors that is stronger than the CIS. The 
noisy statements of disguised nationalists, who are rep- 
resented for the most part by the retired party nomen- 
klatura and one or two intellectuals from the ranks of 
former lecturers in Marxist-Leninist philosophy and the 
singers of socialist internationalism, can hardly be taken 
too seriously in this connection. 


The circumstances making the idea of the EAU untimely 
have taken shape outside of Kazakhstan, on the axis of 
the three Slav states of the CIS. Namely, the results of the 
presidential elections in Ukraine and Belarus and also 
the return to Russia of Aleksandr Solzhenitsyn. It is 
understandable that a comparison of these events, of 
altogether varying magnitude, it would seem, might 
appear improper, but let us try to investigate, nonethe- 
less. 


I believe that the Kiev and Minsk examples require no 
particular explanations or commentary. Both Leonid 
Kuchma and Aleksandr Lukashenko, who have come to 
power, are clearly Moscow-oriented. Of course, they will 
irom time to time, by virtue of the prescriptions of the 
presidential rules of bon ton, remind the surrounding 
world of their independence of absolutely everyone. But 
they have before their eyes the deplorable experience of 
their predecessors, who were unable to observe a balance 
between an aspiration to sovereignty de jure and 
acknowledgment of Russia’s status of economic metrop- 
olis de facto. Now, when President Yeltsir has, not 
without difficulty, achieved this political solitaire 
arrangement (Kravchuk has played his deck), the con- 
tours of a Union of Slav Republics may show through on 
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the map perfectly tangibly. And, finally, this develop- 
ment brings into play a decisive factor that makes 
realization of the EAU idea impossible. Namely, the 
economic potential of these three republics is in prin- 
ciple self-sufficing, and under the competent sponsor- 
ship of Russia's reformers Ukraine and Belarus may not 
spend too long in a period of crisis. Under these condi- 
tions Kazakhstan, as, for that matter, other non-Baltic 
countries of the former Union also, will be assigned the 
ro'e of supplier of raw material for industry and certain 
foodstuffs. No more than that. This would not conceal! 
some particular dislike of the former “brothers” and 
“sisters”: Such are the objective laws of all countries’ 
economic relationships. 


Now about the anticipated influence of the factor of the 
return of the “Vermont recluse” on the prospects of the 
EAU. It would be too superficial to assess the role and 
significance of Solzhenitsyn on the basis of his first 
television interviews, in which he “floored” people with 
his discoveries concerning the onerous life of the peas- 
ants or the low pay of the teachers. He has long been a 
great personality recognized by all and has now come 
and is destined for the role of messiah and banner. 


It is important to consider here that the Russian demo- 
cratic movement also has undergone a considerable 
transformation. Coming to power, the democrats them- 
selves grasped that, aside from the rights of the indi- 
vidual or individual peoples, there are, in addition, the 
interests of the nation and the state. This is understand- 
able and explicable. Following a period of confusion, 
Russia is recognizing its place in the world as a great 
power and, consequently, cannot fail to participate in its 
economic redivision. Naturally, the former republics of 
the USSR first and foremost have found themselves in 
the “sphere of vital interests.’ And in this situation 
Solzhenitsyn's appearance is justified and apropos. 


ide, more than anyone else, is suited by the role of an 
all-Russia Ayatollah Khomeyni or Deng Xiaoping, in 
short, a spiritual pastor of the nation. It is understand- 
able that his at times all too rectilinear conclusions in the 
plane of practical policy find a somewhat different 
refraction. Since the world that calls itself civilized has 
long since learned to avail itself not only of firearms 
when annexing the markets of other countries. Striving 
for its interests in Ukraine, the Baltic, and the Transcau- 
casus and now in Chechnya, Russia has shown that these 
methods are not alien to it. The recent row concerning 
Kazakhstan oil with the use of Russian pipelines proves 
this once again. 


It would seem that today’s Russian reality is capable of 
creating merely the conditions in which the leadership 
and supremacy only of one partners 1s obligatory. Which 
once again makes the possibility of any equal union 
ephemeral. 


Thus Kazakhstan has with it: EAU idea found itself in 
political time trouble. Trying to anticipate events has not 
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produced the anticipated result. Employing chess termi- 
nology, two possible moves may be forecast in this 
stalemate situation, The first involves a loss of pieces: a 
search for new partners or a resuscitation of the half- 
forgotten idea of a union of Central Asian states. With 
the second option losses of a positional nature are 
inevitable: taking the path of Ukraine and Belarus. Other 
solutions are possible also, for that matter. 


Whatever, with any outcome, it is obvious, to paraphrase 
the great strategist Churchill, that Kazakhstan does not 
have pe ** at enemies or permanent friends, it has 
permai (crests. 


Petropa,.ovsk Communist Activism Noted 


944K20914 Almaty KAZAKHSTANSKAYA PRAVDA 
in Russian 11 Aug 94 p! 


[Report by Valeriy Mertsalov: “The Communists Speak, 
People Listen] 


[Text] The union of communists formed following the 
merger of the Socialist and Communist parties is starting 
to e joy ever increasing influence in Petropaviovsk. A 
mass meeting held at its initiative at the end of last week 
assembled quite a large number of participants, despite 
the fact that the undertaking itself had been authorized 
only the day before the scheduled date. There has been a 
change in people’s mood. Whereas earlier they were 
brought to mass meetings by simple curiosity and modes 
of expression of their wishes that were unusual for the 
provinces, now 2,500-3,000 people of Petropaviovsk 
went to the square in front of the drama theater by no 
means as a casual audience. 


Representatives of many nationalities and practically all 
professions mounted the improvised platform. The 
speakers sharply criticized the government for a policy 
that has caused the collapse of production in practically 
all spheres. The budget voted by the Supreme Council 
was described by the participants in the meeting as 
discriminatory in respect to North Kazakhstan. A 
demand for the restoration of the economic union with 
Russia elicited a particular response from those assem- 
bled. 


Canadian Joint Venture Problems Noted 


944K2105A Almaty SOVETY KAZAKHSTANA 
in Russian 12 Aug 94 p I 


[Report by an unidentified KAZTAG correspondent 
under the rubric “Needs Attention”: “You Gave Your 
Word—Keep It”] 


[Text] “Counting one’s chickens before they are hatched” 
may be the best way to describe the situation that has 
emerged around the forming and activities of the Turan 
Petroleum Kazakh-Canadian joint enterprise [SP], which 
was set up in June 1992. The founders: on our side—the 
republic ministry Yuzkazgeologiya [South Kazakhstan 
Ministry of Geology] and PO [industrial association] 
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Yuzhkazneftegaz [South Kazakhstan Oil and Gas}; on the 
Canadian side—the Vega D and Technoenix companies. 
The purpose —development of Aryskum, Aynabulak, and 
Kyzykum oil fields. 


There are an estimated 18 million tonnes of oil reserves 
here. The cost of the project is about $3 billion. The 
Canadian side was to provide the entire investment— 
and keeping in mind that $350 million is needed before 
even the first oil is produced. The net profit of about 
$1.5 billion was to be divided equally. Kazakhstan was 
getting state-of-the-art equipment. The oil fields were to 
provide employrent for adout 1.400 persons, which was 
a very welcome factor for Kzyl-Orda in the environment 
of growing unemployment. In short, the project prom- 
ised to be lucrative and held a good potential. 


That we are talking about it in a past tense is not 
accidental. The charter and project documentation were 
put together at the time when the economic situation in 
the republic was more stable. Naturally, expenses, pro- 
duction costs, and profits were calculated on the basis of 
certain scales. Work began, but a year later new amend- 
ments are made to provisions regarding oil exports. For 
instance, customs duties go up by 25 percent as com- 
pared to the previous ones. Foreign partners get second 
thoughts. About a year passed in doubts. Project imple- 
mentation was endangered. 


A large Canadian firm, Canadian Oxa, jumped into the 
fray. It agreed to participate in the project but, naturally, 
under the guarantees of the Kazakhstan government. 
And it was completely in its right to ask for it. Business 
people are not in a habit of throwing money away. The 
republic Cabinet of Ministers provided such guarantees 
verbally. Whether they will materialize, however, is hard 
to tell. 


, 


“The current situation,” says SP’s Vice President R. 
Berdiguzhin, “requires a corresponding approach. A new 
program is being drafted: we will reshuffle the board, 
elect a new president; most importantly, however, 
because time already had been lost, work needs to be 
speeded up. How it will all end is hard to tell.” 


The situation is indeed irregular. Yes, of course we 
should not farm out to foreigners the republic’s 
resources, but neither should we assume that they will 
solve our own problems for us. In business, it is impor- 
tant to keep to the golden rule—mutually profitable 
interests and responsibility for one’s word. 


KYRGYZSTAN 


Uranium Mining Pollution Concerns Noted 
94WN0383A Moscow PRAVDA in Russian 20 Jul 94 
pp 1-2 


[Article by Galina Bilyalitdinova and Yuriy Razgu- 
lyayev: “Uranium Roses in Bloom: Will Kirgizia Be or 
Not Be a Nuclear Waste Dump”’] 
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[Text] Musicians from Vienna, who had visited many 
countries of the world, were saying with sincere elation: 
“This is the first time we see such beauty: pistachio 
groves, emerald waterfalls, iulip-covered foothills. If 
there is paradise,”’ smiled the guests, “this is what it must 
look like...” 


What was Mayli-say’s, a small town in the south of 
Kirgizia, claim to fame? Its light bulb plant—one of the 
largest in the former Soviet Union. And also... stores, 
with an assortment of goods rare for those times. Visitors 
coming on official trips and on their own were struck by 
unusually clean streets, lush greenery, the quiet. 


All this unusual look, all these goodies came the town’s 
way as a sort of compensation for a difficult and dark 
past. If one did manage to get local old-timers to talk, 
they told—cautiously, with unease and reservations, that 
in the 1940’s-1950's, when the country was forging its 
nuclear shield, uranium was mined and enriched in the 
local mountains. The mines and factories gave life to a 
town on a mountain brook Mayli-say, which through a 
grid of tributaries flows first into Naryn, and then into 
the famous Syrdarya, which feeds and brings water to 
Fergana Valley. 


Later, richer deposits were found; new towns spraiig up, 
while local mines gradually got neglected and enrich- 
ment factories closed. To keep the town from dying, the 
then-mighty Ministry of Medium Machine Building 
built here a large light bulb factory. And either by 
mistake, or out of gratitude to the people who had 
sacrificed their health to uranium, left its ORS—workers 
supply department—in Mayli-say. It was this ORS that 
kept local stores stocked with goods and foodstuffs 
otherwise in short supply. 


It would seem that Mayli-say residents had it made; 
there were many who envied them. But knowledgeable 
neople already then harbored anxiety. Because ORS 
stores wer not the only legacy of the recent uranium 
past. Right outside the city, and sometimes within its 
limits, still sit five dump sites of processed materials and 
23 tailing dumps. Specialists call them “radioactive 
bombs” set under the city. 


One of the dumps, for instance, is located near the Izolit 
plant. This is right in the city. By the way, the plant itself 
had been converted from a former enrichment factory. 
The dump contains 20,000 tonnes of material, which 
even now emits 40-60 microroentgen an hour. But this is 
the least luminescent facility. Two more along Kulk- 
ensay stream, which flows into Mayli-say river, are “‘lit 
up” at 80-100, 150, and sometimes even 300 
microroentgen. And their mass is many times greater 
than the one near Izolit. 


Higher up in the mountains, in canyons, there are tailing 
dumps. Initially they were covered with the preservation 
foam. As time passed, however, it deteriorated and 
exposed the dangerous product. Which produces back- 
ground radiation of up to 350 microroentgen an hour. 
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Meanwhile, the maximum dose allowable for humans is 
no more than 500 microroentgen... a year. Not per hour, 
as near Mayli-say tailing dump, but per year. 


Until recently, all these truly frightening figures were 
known only to specialists. They were practically never 
mentioned in the press or any document open to the 
public. Perestroyka, and then independence, exposed 
many secrets carefully hidden from the people, brought 
them out into the public eye. Pulling the shroud of 
secrecy off Mayli-say was much more dramatic, how- 
ever. Nature itself forced the disclosure of its entire 
history, bringing to light carefully concealed “‘radioac- 
tive bombs.” 


It so happened that for Kirgizia gaining its freedom and 
complete independence coincided with a long string of 
natural disesters, even catastrophes. Devastating earth- 
quakes, gigantic landslides, mudslides, floods—nature is 
putting this small mountain republic through a lot of 
cruel tests. This year alone more than 100 persons died 
in landslides; hundreds of homes, roads, dams, bridges 
were destroyed. 


And the Mayli-say dumps and “tails” happened to be 
almosi in the epicenter of the raging elements. Many of 
them are located in the immediate vicinity of Mayli-say 
brook; others are in canyons, constrained only by old, 
makeshift dams. Naturally, the tough tests of nature had 
an effect on them. Specialists who visited the sites noted 
the damage to the preservation layer on tailings, cracks 
and crevices in dams. 


In addition to Mayli-say, there are tens of other places in 
Kirgizia, equally contaminated and potentially dan- 
gerous for people. In the neighboring Talassa Oblast, for 
instance, in Sumsar settlement three tailing dumps of the 
already closed mine are filled with 4.5 million tonnes of 
rock that contains uranium, lead, heavy metals salts. All 
the dikes have holes in them; salt-derivation canals are 
destroyed. Official commissions noted the disastrous 
condition of these structures way back in 1989. In 
Sumsar river, the contents of manganese exceed MPC 
[maximum permissible concentration] level by a factor 
of nine, and cadmium—by a factor of 320, and this flows 
into Syrdarya, which means it is contaminating Fergana 
Valley. 


Haydarakan mercury and Kadamdzhay antimony com- 
bines are very dangerous. And on the shore of the blue 
Issyk-Kul, one and a half kilometers from the beach, 
more than 10 sources of radiation emitting more than 
1,000 microroentgen an hour are located in the zone of 
former uranium mines. 


Naturally, all of this has long been a matter of concern 
for republic authorities. In 1990, a special government 
decision was adopted on measures for control and liqui- 
dation of the consequences of tailing dumps deteriora- 
tion; then later, in 1993, a more stern document was 
adopted. But, to this day, not a single point in them had 
been implemented. 
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If, even in the relatively well-to-do “stagnation” times, it 
had not been possible to find the means to get rid of the 
“radioactive bombs,” it is even more difficult to find the 
money now, when independent states’ economies are in 
a deep crisis. In any case, at the session of Kirgiz 
parliament neither Mayli-say nor other uranium “‘settle- 
ments” made the list for priority financing. And this is 
despite the gold reserves that have been found on the 
republic territory. Meanwhile, increasingly more chil- 
dren with various defects, or merely weakened, are being 
born in the ecologic catastrophe zone. The genetic stock 
of the nation is getting weakened in front our very eyes. 
And this disaster may spill further, contaminating the 
entire densely populated Central Asia. 


Diplomat on Kyrgyz Social-Politica! Life 


944K2100A Almaty KARAVAN in Kussian No 32, 
12 Aug 94 p 7 


[Article by Tulektesh Shiyemkulov, ambassador of Kyr- 
gyzstan in Kazakhstan: “We Have Not Adapted to the 
Democratic Tailcoat As Yet. But We Are Trying...’’] 


[Text] Kyrgyzia [Kyrgyzstan] is a foreign country. Even 
quite recently this assertion would have sounded comical. 
Today it is a reality—sovereignty, somy, the inaccessible 
dollar-dominated Issyk-Kyl, the high cost of transporta- 
tion, the absence of newspapers from there even in the 
National Library. All this has made a close republic 
remote for us. 


Tilektesh Shiyemkulovich Shiyemkulov, ambassador 
extraordinary and plenipotentiary of the Kyrgyz Republic 
in Kazakhstan and in the recent past a journalist colleague 
of ours, kindly agreed to illustrate in KARAVAN certain 
aspects of his state's social and political life. 


The latest issue of the journal POSSEV, which we used to 
consider the most furious anticommunist publication, 
appeared this May in Paris. The article “Turkestan Past 
and Present” says that the most democratic state of this 
region is undoubtedly Kyrgyzstan, where civilized stan- 
dards of democracy and openness have, truly, been 
established. And, what is most important, freedom of 
speech and the press. 


There were up to 1985 only five republic newspapers in 
Kyrgyzia—two party, two Communist Youth League, 
and the teachers’ paper. Even the satirical journal 
KRAPIVA was the organ of the Central Committee. 
Now 46 newspapers of the most varying persuasions are 
published in the capital alone. 


Our press is afraid of neither God nor tsar. Caricatures 
of members of the government, deputies, and the presi- 
dent are conimonplace. I have not seen in your Kaza- 
khstan publications a single such cartoon, with the rare 
exception. General de G< ulle said that he got heartache 
unless he saw a cartoon about himself in the paper. He 
was right—this is not to be feared, on the contrary, such 
“attention” of the press paid to a leader increases his 
popularity. It is thus that our president Askar Akayev 
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treats articles against him. What is not written about 
him! Sometimes the criticism assumes a plainly insulting 
nature. Take this cartoon, for example: a giant with 
protruding fingernails like those of the Big Bad Giant 
with a crown on his head with the inscription “*Profiteer 
No. |” and wearing the giant’s pants and, if you'll 
pardon the expression, crushing with his rear the pyg- 
mies—the ordinary people—and the latter shouting and 
begging for mercy. While the giant plays with his own 
image—a puppet on a string—and this doll sends him off 
with the words: “You are going the right way!” 


RESPUBLIKA, for example, has written that Akayev 
has in his lifetime erected to himself ‘ta monument not 
made by human hand” and created an image of the 
“ideal.” The accusations have been even more sharply 
worded. Last year, as a deputy, I spoke in parliament and 
said that a law on protection of the honor and dignity of 
the president was essential. Parliament voted for this 
almost unanimously, and I was supported by 350 per- 
sons. Akayev said in response: “I thank you, but I do not 
need this protection. I will prove and show by my actions 
who | actually am....” 


True, speaking at the First Republic Congress of Justices 
on 15 July 1994, our president said that “certain news- 
papers have become not a democratic but quite an 
influential antidemocratic force,’ dwelling particularly 
on SVOBODNY YE GORY—one of the two parliamen- 
tary newspapers. From issue to issue this newspaper 
publishes material aimed at discrediting the legitimate 
authorities and their actions and defames the president 
of Kyrgyzstan. But he sees here not so much personal 
insults: After all, regardless of who holds this office, 
Akayev or someone else, the president of the republic is 
the spokesman for the sovereignty of the people and an 
attribute and symbol of national statehood. It is not, 
thus, a specific person that is being insulted but, as the 
News Media Act says, the “civic honor of the people.” In 
addition, Akayev said, this newspaper “regularly makes 
shameless and brazen attacks on the leaders of foreign 
states and their state symbols,”’ which has already caused 
a certain complication of interstate relations, including 
with countries that are rendering the republic disinter- 
ested assistance. Akayev believes that there is every 
reason for a ruling in legal form on the question of the 
termination of the activity of this newspaper inasmuch 
as admonishing the editorial office is a hopeless under- 
taking, and impunity only encourages the brazenness 
and immorality. 


As you can see, our president is finding ways of 
defending himself, believing that “the activity of the 
news media, as also the activity of any branch of power, 
should be based on high-quality legislation.” 


I was at one time chief editor of the newspaper 
SOVETTIK KYRGYZSTAN and was for seven years 
before this secretary for ideology of the Central Com- 
mittee of the Communist Party of the republic, chairman 
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of the board of the republic Journalists Union, and 
secretary of the board of the USSR Journalists Union, 
My newspaper hit a circulation of 183,000, inciden- 
tally—this in our small republic—but then the circula- 
tion of my newspaper fell to 36,000, and the figure now 
is barely 20,000. This is the victory of glasnost, the 
reader has a choice. It is splendid that “unisex”’ politics 
is at an end and that the filter of party censorship is no 
more. Sex has finally appeared in our republic—the 
newspaper KATGAMA (which means “double cookie’”’), 
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which covers questions of sex education, is published 
even. 


| was never a habitue of dissident circles—one satirical 
digest portrayed me as stending on a pair of crutches in 
the form of a fountain pen: on one is written “partocrat,”’ 
on the other, “democrat.”’ Very aptly noted. We all grew 
out of the party overcoat and have not yet adapted to the 
democratic tailcoat. But we are trying.... And our press is 
making a big contribution here. 
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ARMENIA 


Energy Talks Held With Syria 


944K2077B Yerevan RESPUBLIKA ARMENIYA 
in Russian 9 Aug 94 p I 


[News department report: ‘““Armgazprom Signed Agree- 
ment’’] 


[Text] A delegation from the RA [Republic of Armenia] 
consisting of Deputy Minister of Energy Karen Galstyan, 
Armgazprom association chief Roland Adonets, and 
foreign relations administration chief Ashot Malkhasyan 
is currently on a working visit to Syria. The delegation 
met with Muhammad Hadduri, general director of the 
Syrian oil concern, Mahrukat Company director Rifat 
Kurdi, Deputy Minister of Oil Industry Isa Ibragim, and 
Minister of Power Generation Munib Saim Dahri. 


A RESPUBLIKA ARMENITYA correspondent was told 
at the RA MFA [Ministry of Foreign Affairs] public and 
press liaison department that in the course of the meet- 
ings the Syrian side welcomed Armenia’s participation 
in the construction of a 450 km gas pipeline in the SAR 
[Syrian Arab Republic]. The SAR deputy minister of oil 
industry appraised this participation as very significant 
and noted that of the former Union republics, in this 
area Syria only has contacts with Russia. Cooperation 
with other republics also is necessary, however, and in 
this respect Armenia’s participation can serve as a good 
basis for future cooperation with the CIS. 


During the meeting with the Syrian minister of power 
generation, an agreement was reached on Armenian 
specialists’ work on Syrian heat and steam generation, as 
well as other power generating stations, in particular 
during the period of putting on line new generators and 
their construction and reconstruction. 


Also discussed in the course of the meetings were the 
potential for purchasing fuel in Syria and ways to inten- 
sify cooperation between the two countries in the area of 
power generation. 


On 4 August an agreement was signed between Armgaz- 
prom and a number of foreign oil companies (Syrian, 
American, and United Arab Emirates) on setting up a 
consortium; also discussed were the Armenian side’s 
proposals on behalf of the Mahrukat Company consor- 
tium on building gas line tenders. 


State of Republic’s Economy Viewed 


944K2077A Yerevan RESPUBLIKA ARMENIYA 
in Russian 9 Aug 94 p 1 


[Economic review by Ashot Aramyan: “Stock Exchange 
‘Bears,’ the Dollar at the ‘400° Mark, or a "Ram’ in the 
Form of a Tomato”’] 


[Text] The first week of August did not bring anything 
extraordinary to the economic life of the republic. With 
the exception of perhaps one event. At the Friday trading 
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at the Yerevan Stock Exchange [YeFB], real panic broke 
out. An Ardshinbank broker, having received a large 
order from Armnefteproduct to purchase a large quan- 
tity of noncash U.S. dollars, jumped into indiscrimi- 
nately buying all offers as they came in, thus provoking a 
rise in the exchange rate of the noncash dollar of more 
than 10 points. For the uninitiated, let me explain that 
play on the stock exchange is always built on the prin- 
ciple of “counterbalance” between “bulls” (which raise 
their “horns” up) and “bears” (which strike down with 
their “paws”’), that is, a “bullish” broker playing to a 
rising rate is always balanced by “bearish” brokers 
playing for a decline—this is a time-tested mechanism 
which prevents exchanges from experiencing sharp cat- 
aclysms, panic, and agitation. The inexperience of bank 
brokers and independent brokers at the YeFB showed 
when the Ardshinbank broker, having begun to bring the 
rate up, did not get a counterbalance action irom them— 
moreover, with the exception of a “bearish” state broker 
from the Central Bank, who tried with strikes of his 
“paw” to bring the rate back into place, the rest instinc- 
tively began to display bullish behavior. Needless to say, 
the rise of the dollar exchange rate will one way or 
another affect the market rate, and the dynamics of the 
dram’s decline will look even more convincing. 


Last week the dram continued its slide even without this 
incident: The U.S. dollar “popped up” again somewhere 
close to the 400 dram mark, and R1,000 almost climbed 
to 200 drams. After June’s deflation, inflation is clearly 
beginning again in the republic, albeit not too high. 


In the republic’s industry, production continues to rise. 
Over seven months of this year in the Ministry of 
Industry system alone production grew by 2.6 percent as 
compared to the same period of last year. The NPO 
[science and production association] Nairit (production 
almost doubled as compared to January-July of last 
year), the Zangezur copper and molybdenum combine 
(almost 25-fold), Armkabel (50 percent), and Razdan- 
mash (almost 26 percent) fared especially well. Begin- 
ning in June, however, the pace of production growth 
slowed down because the allotment of electric power 
made available to industry was cut in half—it is now 
channeled into agricultural production. Practically for 
more than a month now industry in the RA [Republic of 
Armenia] has been working in the fourth, critical 
mode—figuratively speaking, “hanging in there but 
firmly.” 


In agriculture, too, the situation is characterized by 
many problems. The current field-work graphica’’) dem- 
onstrates the need to optimize both the tax and the 
credit-financial policy with respect to agriculture, and to 
set up peasant unions, a specialized agricultural cooper- 
ative bank, an insurance system, a system of storage o! 
agricultural production, as well as organizing the produc- 
tion of fertilizer and small mechanized equipment. 


In all countries, agriculture is an area that requires 
constant attention, a special, so to say, ““warmer’’ atti- 
tude on the part of the state. And if it is difficult for the 
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government now to provide subsidies, then, keeping in 
mind that the agricultural cycle is very long and lasts half 
a year, it is necessary to at least find a way to provide it 
with preferential credits. Let me add that solving all 
these problems will allow Armenian agricultural prod- 
ucts—for instance, potatoes, tomatoes, and grapes—to 
“ram” foreign markets. 


Right now, harvesting continues in the republic’s fields. 
By the way, the timely start of spring sowing ensured that 
the main indicators of the RA program of socioeconomic 
development for 1994 will be achieved; it also ensured a 
stable trend of growth in the agricultural part of the gross 
national product. 


The privatization process in the republic continues; the 
main hopes for the revival of industry and especially 
agriculture are pinned on it. In particular, for the latter it 
will mean bringing together private agricultural pro- 
ducers and agricultural service enterprises that so far 
remain in state ownership. For instance, those pro- 
cessing farm output. 


“Small business” privatization continues at its own pace. 
First millions of drams came into the state treasury from 
new owners of stores and shops. In September, those 
“small business”’ entities, whose collectives refuse to buy 
them up will be put up for auction. 


In September we can expect at minimum one piece of 
good news. With the bulk of agricultural work behind us 
and the beginning of the rainy season, we can expect 
some improvement in the electric power supply—both to 
industrial enterprises and for household needs of the 
population. Before | September work probably will also 
be completed on reinforcing some parts of the pipeline. 
This, as well as the fact that a new segment of the North 
Caucasus-Transcaucasus gas pipe line was put in opere- 
tion a few days ago, as well as a condensate reception 
station in Kvesheti (Georgia), will allow an increase in 
the flow capacity of the gas pipeline bringing the blue 
fuel to our republic. And in the middle of this month 
Prime Minister Bagratyan promised to finish construc- 
tion of a railroad bridge in Marneuli. So, as they say, we 
are waiting, sir... 


The republic is conducting a humanitarian action for the 
benefit of Armenia’s disabled, for which the Eurounion 
allocated 200,000 ECU. Within its framework, there are 
several centers for the disabled and handicapped, which 
provide services for the latter: the relevant institutions in 
Kharberda (Yerevan)}—for physically and mentally ill 
orphans; in Vardenks—for disabled adults; and others. 
Financing for these projects is done by the Eurounion’s 
ECHO humanitarian agency. It includes providing med- 
icines, psychological counseling, and food for 200 dis- 
abled children abandoned by their parents, as well as 
implementing an additional program for adults in a 
critical condition. Aid will be provided over half a year 
with the assistance of the Physicians Without Borders 
organization, which is a partner of the ECHO agency. I 
want to add that since the beginning of this year the 
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Eurounion commission has allocated 450,000 ECU for 
humanitarian assistance to the population of Armenia, 
of which 90 percent was used for emergency food ship- 
ments to the republic. 


AZERBAIJAN 


Gasanov on Obstacles to INKR Settlement 


944K2080A Moscow NEZAVISIMAYA GAZETA 
in Russian 6 Aug 94 p 3 


[Interview with Gasan Gasanov, minister of foreign 
affairs, by Zurab Todua; place and date not given: “ ‘The 
War Will End If the Problem of Lachin and Shusha Is 
Resolved’: Gasan Gasanov, Minister of Foreign Affairs 
of Azerbaijan, on Possible Ways To Settle the Karabakh 
Conflict’’] 


[Text] 


[Todua] In what state is the Nagornyy Karabakh negoti- 
ating process and what are its prospects? 


[Gasanov] There are two obstacles in the way of a 
settlement of the conflict. The first is that the vast 
majority of leading countries of the world are deliber- 
ately unwilling to recognize Armenia as the aggressor. 
Although their leaderships have reliable knowledge of all 
the circumstances of the conflict. 


It is very easy to prove that it is Armenia that is the 
aggressor. Nagornyy Karabakh lacks the opportunities 
for purchasing weapons, maintaining an army, and 
repairing equipment. The weapons and combat materiel 
and fuel and provisions are reaching Karabakh along the 
Lachin corridor. All this testifies that it is Armenia that 
is perpetrating the aggression. It seems to me that the 
circles and the persons that are informing the leadership 
of their countries of the progress of the conflict know full 
well that Armenia is the aggressor. At a news conference 
in Moscow, Armenian President Levon Ter-Petrosyan 
declared that no decision of international organizations 
records that Armenia is the aggressor. The leadership of 
Armenia is putting forward this fact in justification of its 
position on the conflict. This is manifest speculation. 
After all, international organizations—the UN Security 
Council, the CSCE—have recognized that Armenia is 
involved in the conflict to this extent or the other. If it is 
acknowledged that it is a “participant,” it is, of course, 
natural to suppose that this is manifested in some 
specific form. That is, there has been some hint, but a 
conclusive assessment is needed. The assessment of 
Armenia as the aggressor is needed for the matter to be 
resolved once for all, therefore. 


Armenia’s true goals are the second obstacle. What does 
it really want? Only Nagornyy Karabakh? Or does it 
want something more? Until recently Armenia had 
always said that it laid claim only to Nagornyy Karabakh 
and was seeking the corresponding status for it. But after 
it had occupied a considerable part of the territory of 
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Azerbaijan, it began to acquire a taste for this and has 
seen that no one is recognizing it as the aggressor, no one 
is punishing it. It is now stating, therefore, that this is not 
enough. If it is not stating it, it is acting this way. 


For example, Armenia has no intention of liberating all 
the territory occupied outside of Nagornyy Karabakh. It 
is refusing to liberate Lachinskiy and Kelbadzharskiy 
districts. Armenia is unwilling to give back Shushinskiy 
District, which, although on the territory of Nagornyy 
Karabakh, was populated in the vast majority, 80 per- 
cent, by Azerbaijanis. And since it is unwilling to liberate 
Lachinskiy and Shushinskiy districts from the forces of 
occupation, this means that it does not want a resolution 
of the conflict to be brought to a logical conclusion. 


Armenia categorically objects to the mention of Lachin 
and Shusha in documents of the negotiating process. The 
intention to appropriate these areas for itself forever is 
obvious. And, unfortunately, once again those same 
countries that are unwilling to recognize Armenia as the 
aggressor are wholly reluctant to influence Armenia into 
freeing Shusha and Lachin. In addition, many leading 
countries are trying to persuade Azerbaijan to agree to 
less before, they say, it loses more—Gyandzha, Kazakh, 
Geranboy, and so forth. That is, there is some blackmail 
under way in respect to us. This is how the issue is being 
framed. 


Azerbaijan is prepared for compromise. Azerbaijan is 
prepared to consider the question of the status of 
Nagornyy Karabakh. It is prepared to consider the 
question of the creation of a humanitarian corridor 
between Armenia and Nagornyy Karabakh. While 
Armenia is opposed to a humanitarian corridor, repre- 
sentatives of Armenia and certain other countries that 
are indulging it are forcing us to cross out the word 
“humanitarian” in the corresponding documents. Con- 
sequently, we are talking about a deliberate intention to 
keep this corridor for the transportation of military 
freight. 


[Todua] There were tense arguments two months ago 
over the Bishkek Protocol on Nagornyy Karabakh. The 
insistence with which Russia urged Azerbaijan to adopt 
this document afforded some observers grounds for 
speaking of “arm-twisting” tactics. How is Russia’s 
mediating role in this conflict viewed in Baku at this 
time? 


[Gasanov] There is “arm-twisting” on the strategic 
issue—Armenia is refusing to liberate Lachin and 
Shusha. This is the snag. It is not a question of the 
Bishkek Protocol. Had Armenia and its supporters 
agreed to liberate Shusha and Lachin, the Bishkek Pro- 
tocol would not have acquired the significance that was 
imparted to it. The entire problem today is concentrated 
in one issue—Lachin and Shusha. Everything else has 
become concomitant and secondary. The continuation 
of Lachin and Shusha under the control of Armenian 
troops signifies not simply the temporary inactivation of 
the conflict but its transition to a perpetual state. 
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The Azerbaijani people have previously given their land 
to Armenians. An example of this was the Yerevan 
Khanate at the time of the arrival here of Russians, then, 
Zangezurskaya Oblast.... Part of the territory of Azerba- 
ijan’s Kazakhskiy, Zangelanskiy, and Megrinskiy 
Rayons was transferred to Armenia in the 1960's. This is 
all true. Today this land is considered the property of 
Armenia. The same significance was not attached to this 
previously that is attached to it now. Times were dif- 
ferent then. For example, when we gave up Zangezur- 
skaya Oblast, the wording contained the phrase: in the 
name of proletarian solidarity. Today, when there is 
either no proletarian solidarity at all or it has failed to 
justify itself, the people would not agree to this. I would 
like to emphasize once again, therefore, that the heart of 
the problem lies not in the approach, not in the methods, 
not in the list of mediators, not in individual details, not 
in particular versions, not in the extent of compromise— 
in none of this. At this time the problem is concentrated 
in the fact that Armenia is refusing to withdraw its forces 
of occupation from Azerbaijan’s Lachin and Shusha 
districts. This means not a mothballing of the conflict 
but its continuation. 


[Todua] What might the conditions of a settlement 
accelerating the peace process be, in your view? 


[Gasanov] Armenia should acquire a corr.dor to 
Nagornyy Karabakh that is under international control. 
Then negotiations to determine the status of Nagornyy 
Karabakh could begin. 


[Todua] But is a compromise attainable within these 
limits? 


[Gasanov] It is unattainable in connection with the fact 
that Armenia has not been named the aggressor, no one 
is condemning it, on the contrary, it is being helped. And 
there are forces in the world, most likely, that have an 
interest in the continuation of the conflict. Because an 
end to the war could lead to certain countries losing their 
influence in the region. 


[Todua] What status for Nagornyy Karabakh is Baku 
prepared to discuss? 


[Gasanov] This matter should be a subject of serious 
negotiations. For our part, we have no dogma. We 
believe that any status that is accepted in world practice 
may be a subject of negotiations. 


But the point is that at this time the effectiveness of 
negotiations is not a matter of diplomatic skill or vir- 
tuoso speech techniques. It all boils down to one thing— 
will they liberate Shusha and Lachin or not? Until 
Lachin and Shusha are liberated, there will be no peace. 
Why fool ourselves? Shusha and Lachin occupy impor- 
tant strategic positions. Unless the troops are withdrawn 
from there, Nagornyy Karabakh will remain a focal point 
of combat hardware and manpower, which means a 
constant threat of a resumption of combat operations. At 
any moment, if we fail to agree on the status or if the 
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negotiating process drags on—it is not a simple question, 
after all—this war could be resumed with even greater 
force. Let us assume that we agree to the maximum 
possible status, the best status in the world of all those 
that exist. But it does not, let us assume, suit the 
Armenians. This would be grounds for a resumption of 
military operations. So would it all start all over again? 


I would like yo. to understand me correctly: Whether 
there is an end to the war or not will depend on a solution 
of the problem of Shusha and Lachin. It is for this reason 
that we are insisting that this question be, if only for 
openers, a subject of discussion. 


Declaration on Friendship, Cooperation With Iran 
944K1910A Baku AZERBAYJAN in Azeri 5 Jul 94 p 1 


[Declaration by Azerbaijan Republic and Islamic 
Republic of Iran: “‘Declaration on the Development of 
Friendly Relations Between the Azerbaijan Republic 
and the Islamic Republic of Iran’’] 


[Text] A delegation from Azerbaijan headed by Heydar 
Aliyev, president of the Azerbaijan Republic, was in the 
Islamic Republic of Iran on an official visit from 29 June 
to 2 July (8-11 Khordad, 1311) at the invitation of Akber 
Hashimi Rafsanjani, president of the Islamic Republic 
of Iran. 


An entire range of relations, including regional and 
international issues, between the Azerbaijan Republic 
and the Islamic Republic of Iran (henceforth called “the 
parties’’) were discussed during meetings that were held 
under conditions of friendship, fraternity and mutual 
respect. 


The partie: agreed on the development of friendly rela- 
tions based on the important and needed memorandum 
on the principles of friendly and cooperative relations 
signed on 28 September 1993 in Baku by the Azerbaijan 
Republic and the Islamic Republic of Iran. 


Article 1 


The parties, in expressing their satisfaction at the high 
level of development of the relations between the two 
countries, noted the importance of improving the execu- 
tion of agreements obtained during meetings of the 
heads of state of the two countries and of their making an 
effort to deepen ties between the two countries politically 
and economically, especially in the sectors of trade, 
petroleum, gas, energy, transportation, communications, 
agriculture, fishing, industry, banking, ecology and 
health, of greater cooperation in the sectors of culture, 
science and education, and of taking active measures in 
the execution of existing agreements between the parties. 


Article 2 


The parties have agreed to broadening relations and 
cooperation between the foreign ministries of the two 
countries and on political consultations. 
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Article 3 


The parties, in considering the energy shortage in the 
Nakhchyvan Autonomous Republic, have agreed on 
extending the Khoy-Julfa gas pipeline with the objective 
of exporting natura! gas from the Islamic Republic of 
Iran to the Nakhchyvan Autonomous Republic. 


Article 4 


The parties, taking into consideration the interests of 
both countries in the construction of the Khudaferin and 
Gyzgalasy dams, noted the neressity of mutually profit- 
able cooperation in the building of these two dams and 
carrying out the provisions of the memorandum signed 
in Tehran on 2 July 1994 (11 Tir 1373). 


Article § 


The parties noted the great importance of the signing of 
the “Agreement on the mutual encouragement and safe- 
guarding of nvestments between the Azerbaijan 
Republic and the Islarmic Republic of Iran” in order to 
improve activities connected with investors from one 
country investing on the territory of the other, in the 
development of the economies of both countries and in 
bettering the wellbeing of the people. 


Article 6 


The parties have agreed to joint research by scientific 
institutes of both countries in the name of the develop- 
ment of a national public health system, the allocation of 
credits in the medical sector for an exchange of students 
and specialists and the organization of joint medical 
institutions, the holding of scientific and experimental 
symposiums, and the exchange of experiences in ecology 
and protecting the natural environment. 


Article 7 


In the sector of culture the parties have agreed on the 
scientific study of historical and architectural monu- 
ments, their restoration and examination, cooperation in 
the study of rare books and manuscripts, and the 
exchange of delegations in the cultural, fine arts and 
religious sectors; and in the fine arts sector they have 
agreed on the training of cadres and the opening of 
cultural centers of both countries. In the sector of higher 
and specialized secondary education they have encour- 
aged student exchanges and training, conducting of joint 
research in many scientific fields, an exchange of scien- 
tific and pedagogical literature, and joint scientific meet- 
ings. 


Article 8 


The parties have agreed on the further broadening of 
informational relations between the two countries, the 
organization of information exchanges, the implementa- 
tion of the exchange of mass media specialists with the 
goal of providing them with greater expertise, the devel- 
opment of cooperation in radio and television, the 
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organization of joint book publishing, and the holding of 
mutual cinema weeks and cultural exhibitions. 


Article 9 


The parties, declaring the border between the two coun- 
tries to be friendship borders and speaking in favor of 
the sovereignty, territorial integrity and inviolability os 
states, have agreed on the establict ment of a joint border 
commission with the goal of d. :loping friendly rela- 
tions between the two countries, sirengthening coopera- 
tion between the border guards, regulating border issues 
and guaranteeing their security. 


Article 10 


The parties, taking into consideration the need to con- 
tinue to provide material and humanitarian aid to the 
Nakhchyvan Autonomous Republic, have taken note of 
the implementation of all documents signed on this and 
the need to expand mutual cooperation in the economic, 
trade and industrial sectors. 


Article 11 


The parties, taking the inviolability of recognized border 
by international organizations as a basis, categorically 
condemn the use of force and aggression by the armed 
forces of Armenia and, confirming that Karabagh is an 
integral part of the Azerbaijan Republic, demand the 
immediate and unconditional withdrawal of Armenian 
armed forces from occupied territories of the Azerbaijan 
Republic, adherence to declarations 822, 853, 874, and 
884 of the UN, and the return of refugees to their native 
lands. 


Article 12 


The parties, taking into consideration the important role 
of the Caspian Sea to the economies of the Caspian Sea 
states, have noted the importance of allround coopera- 
tion on the Caspian Sea. The importance of organizing 
cooperation among Caspian Sea states with the goal of 
continuing this cooperation is noted. 


Article 13 


The parties, by turning attention to the broadening of 
regional cooperation within the framework of the Eco- 
nomic Cooperation Organization (ECO), note the need 
to upgrade the activities of this organization without 
delay. 


We signed this declaration, one in the Azeri language and 
one in the Persian language, on 11 Tir 1373 which 
corresponds to 2 July 1994 in the city of Tehran and both 
versions have equal validity. 


[signed] Heydar Aliyev, President of the Azerbaijan 
Republic in the name of the Azerbaijan Republic 
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Ekber Hashimi-Rafsanjani, President of the Islamic 
Republic of Iran in the name of the Islamic Republic of 
Iran 


Nationality Establishment Marks Birth of Imam 
Shamil 


944K 1910B Baku AZERBAYJAN in Azeri 29 Jun 94 
p3 


[AzerTAJ report: ‘“‘A Martyr for Freedom and Indepen- 
dence”’} 


[Text] Sheykh Shamil who occupies a special place 
among the most famous personalities of the peoples of 
the Caucasus called on the people to be faithful to the 
Great Lord, took to arms and led the fight to liberate he 
region from the occupiers as a martyr for freedom and 
independence. And great respect is shown today to the 
spirit of the fight for freedom and independence and to 
the legendary folk hero. A jubilee was held on 25 June to 
mark the 197th birthday of Imam Shamil and the 230th 
birthdate of Umma Khan Avarski. Shamil Memmedov, 
head of the rayon executive government, speaking to 
those gathered in the central square of Balaken city, 
talked about Sheykh Shamil’s major contributions. He 
said that today’s festivities were a brilliant manifestation 
of the president of Azerbaijan Heydar Aliyev’s great 
respect for the minorities peoples and ethnic groups 
living in the republic and his creating all conditions for 
their free development. 


In the speeches of Abdulla Bulayev, chairman of the 
rayon branch of the republic Imam Shamil Avar Society, 
a Dagestani guest and people’s deputy Hajy Mahajov, 
corresponding member of the Azerbaijan Academy of 
Sciences Professor Mahmud Ismailov, deputy of the 
Russian State Duma and Dagestani representative 
Hemid Hemidov, Academician Ziya Bunyadov, the poet 
Hikmet Ziya, a Dagestani guest Mehemmed Hachilayev, 
and national councillor for national ethnic policy 
Hidayet Orujov considered the present festivities as an 
expression of the brotherhood of all peoples living in the 
region. The Dagestani guests added that the Dagestanis 
have always been neighbors, friend and brothers of the 
people of Azerbaijan and that in this difficult time when 
the Azerbaijanis are conducting a serious war they feel 
solidarity with them. No power can cause strife between 
these two peoples who have lived as brothers for centu- 
ries. 


At the ceremonies a carpet with the portrait of Sheykh 
Shamil was given to state councillor Hidayet Orujov for 
presentation to the president of Azerbaijan Heyday 
Aliyev in the name of the people of Balaken. 


There was an unveiling of a plaque in the memory of 
Umma Khan Avarski. After the ceremony the Boulevard 
of the Martyrs where the people from Balaken who had 
sacrificed their lives for the liberation of our lands was 
visited. 
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The festivities were continued in the city of Zagatala on 
26 June. Refael Mejidov, head of the rayon executive 
government, opened the meeting which was held in front 
of the monument of Sheykh Shamil that was erected two 
years ago. Hidayet Orujov, doctor of Historical Sciences 
and Professor Jagub Mahmudov, the chairman of the 
Dagestan Mountain Peoples Society in Azerbaijan 
Kichibey Musayev, and Chairman of the Zagatala Rayon 
Soviet of Peoples Deputies Jahangir Sultanov expressed 
their gratitude in their speeches and noted that the 
people of Azerbaijan have always remembered the prom- 
inent sons of the Avar people with respect and hold their 
memories dear. 


Then the grave of Umma Khan Avarski in the cemetery 
in the village of Jar was visited. Paricipants in the 
events put bouquets of fresh flowers before the memorial 
to those from Zagatala of various ethnic groups and 
peoples who had perished in the Karabakh war. 


Parliament Debates Law on Religious Freedom 


944K1910C Baku AZERBAYJAN in Azeri 28 Jun 94 
p 1,2 


[Article by Gerib Garanny: “An Important Question in 
Coordinating the Activities of Religious Organizations”’] 


[Text] When Resul Guliyev, chairman of parliament, 
opened the morning meeting of 24 June, he noticed that 
there was a quorum and asked that members begin by 
examining the question of “On Freedom of '-eligious 
Belief’ following a suggestion by Tapdye Kamalov. 
There were no objections to the chairman’s proposal. 


When Hajyvab. Ezimov, member of the Commission on 
Science, Education, Religion and Culture was providing 
information, he said: “The Religious Affairs Adminis- 
tration under the Cabinet of Ministers could not and 
cannot fulfill its functions of coordination, leadership 
and administration because the High Administration of 
Transcaucasian Muslims knew nothing of trends 
emerging in the name of a number of religious groups. In 
the draft it is considered necessary that these questions 
be coordinated by the Supreme Spiritual Administration 
and to register the statutes on the basis of the opinion 
and approva: by this administration prior to its being 
registered at the Ministry of Justice. 


After listening to information on the draft law R. 
Guliyev directed the attention of the meeting partici- 
pants to the fact that this law demanded great serious- 
ness and responsibility. At the same time he stressed that 
it was necessary to consider every addition and change 
very carefully. 


Meeting participants Kamran Rehimov and Aslan Abba- 
sov, along with demonstrating the importance of the 
draft law, suggested that a certain amount of time be 
given to become well acquainted with it and keep it for 
passage later. 
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H. Ezimov, who had earlier suggested that the draft be 
examined article by article and then passed, said that it 
was obvious that Article 9 had been added after the 
document had been written. In general, the statement by 
the speaker who said that the changes and additions 
consisted of some words and phrases awakened the 
interest of Assembly members to become acquainted 
with the law and, for the purposes of comparison, with 
the new draft. 


In his subsequent analysis, H. Ezimov said that it was 
extremely important that there be a single religious 
center for religious groups which would provide them 
with direction and coordination. The changes in the law 
have been directed toward this basic issue. The article 
pertaining to the Administration for Religious Affairs 
under the Cabinet of Ministers was removed. If that no 
longer exists and if we provide leadership over religious 
groups through the High Administration for Muslims of 
the Transcaucasus, changes must be made in the appro- 
priate articles. The speaker, taking the first sentence of 
Article 9 into consideration (“The center of Muslim 
religious organizations in the Azerbaijan Republic is the 
High Administration for Muslims of the Transcauca- 
sus’’), said that this is a basic issue and must be resolved 
today. 


Assembly members A. Abbasov and Gulabbas Gehra- 
manov defended the idea of saving this for one of the 
regular meetings so that the “basic issue’ could be 
studied and a legal basis be constructed. Assembly 
member Shaitdin Eliyev claimed that he did not see the 
need to assume that additions and changes were urgent 
and that discussions of the draft law need not be dis- 
cussed on the same day. 


Assembly member Yusuf Semedoghlu said: “You say 
that centralization means subordinating religious groups 
to one religious center. Could that not lead to confron- 
tation in the future? A very serious question could come 
up.” H. Ezimov responded to this question: “Islamic 
groups have to have one religious center so that their 
activities can be coordinated from there. For example, 
situations arise when someone established an Islamic 
group. And he says that I am subordinate to such and 
such a city in Iran, I am not subordinate to the Azerba- 
ijan Republic.” 


Answering the question by Assembly member Firudin 
Jelilov pertaining to the absence of the statement in the 
draft that “it is forbidden to conduct sectarian propa- 
ganda in Azerbaijan,” H. Ezimov explained that one 
could not make such an assertion because all religions 
are free and equal. Thus, this question is not legal, it is 
regulatory. Assembly member Murshud Memmedov 
said that the draft was rich in content and met fully the 
present religious and political demands. Tl.en he backed 
Sh. Eliyev’s proposal. 


Assembly member Jumshud Nuriyev cited the example 
that the Bahais had established a center which was not 
subordinate to Azerbaijan (?). The speaker assured his 
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colleagues farsightedly that accepting changes would not 
cause serious dissatisfaction. Stressing the fact that the 
“High Administration for Muslims of the Transcauca- 
sus” should be called in Article 9 “the Supreme Spiritual 
Administration,” he said i: should be included in “that 
proposal.”’ But it was unclear to whose proposal—that of 
K. Rehimov or Sh. Eliyev—it should be included. 


One of the assembly members, Tapdyg Kamalov, put 
forth the suggestion that the draft should be voted on 
article by article without delay. Shadman Huseynov said 
that it would be impossible to pass it hastily. The speaker 
said that time was needed to become familiar with the 
draft and consult with specialists. He added that it could 
not be passed in a period of five days. 


As for assembly member Sabir Rustemkhanly, he added 
that there were instances when the rights granted reli- 
gious groups were misused. In other words, there who- 
ever wants to maintain ties with a foreign country (with 
the corres ponding religious group in that country), who- 
ever wanted to oper a school or an institute can do so, 
and we ask what this institute is doing, and no one 
knows. Thus, it is an extremely important thing to 
rewrite Article 9 because the fact is that the Administra- 
tion for Muslims of the Transcaucasus has been declared 
the center for religious groups (?) and because all reli- 
gious groups must coordinate school and educational 
issues, questions of ties with foreign countries and the 
publication of educational materials, its approval is 
essential. The freedom granted religious groups can often 
create confusion among the political parties established 
in Azerbaijan. The speaker then expressed his positive 
opinion about both proposals. 


After assembly member Eli Emerov suggested a vote.on 
the proposals, Sheykh Allahshukur Pashazade spoke. 
The Sheykh said: “Because the greater portion of our 
people adhere to Islam, this is a very important question. 
But I am unclear about the situation. If necessary, hold a 
closed session of the assembly and I will tell you about 
the situation in Azerbaijan today and what is happening 
at any time. I will tell you about what horrors are being 
perpetrated in the name of mollas and elders.” 
According to the Sheykh, Azerbaijan is being fragmented 
in homes and families. In his judgement, every hour is 
critical. If we do not provide leadership, or abolish the 
post of Sheykhulislam, we group will be created by the 
state that will take over the leadership and could take 
over the government. Personally, | want Azerbaijan to 
avoid this tragedy in any way possible. Thus we see that 
Karabagh has gone from our hands, but there is sepa- 
ratism in our own families. There are many sectists in 
our families, many interfering with us from abroad, and 
with our integrity and beliefs. I would prefer you to keep 
this for later because it could be it will lead to the 
appearance of other movements. I have been among 
these people for twenty years as sheykhulislam and I 
know what is good and what is bad. 


R. Guliyev recalled that the meeting had said that the 
question of religious belief was a very complicated 
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question. The chairman, who is opposed to religious 
fanaticism personally and said it was unacceptable, 
agreed with the sheykh that undetermined, complex 
processes are occurring connected with our religion. 
Thus, the issue must be examined without delay. 


It was clear from H. Ezimov’s explanation that authority 
held by the Religious Affairs Administration under the 
Cabinet of Ministers and executive government would 
be given to the High Spiritual Administration for Mus- 
lims of the Transcaucasus in the craft. 


It was clear from the explanation given by the sheykh 
that limits placed or religious groups were unimportant 
for Muslim groups. At the same time, he added that the 
law worked out by Patriarch Aleksandr was preferable. 
In other words, in the draft those aspects in his law 
should be taken. 


R. Guliyev, expressing his opinion, also noted that one 
should not write a law based on the factor of personality. 
Thus, work should be done on the draft so that it can be 
submitted to the president for signing without delay. 


He reminded them before adjourning the meeting that 
the sheykh knows the policy of the national representa- 
tives well, and has draw their attention to the fact that 
they are uninformed about the mollas, and said: ““What- 
ever anyone does in this world, Allah will see it!” 


Sultan Memmedov, chairman of the commission of the 
National Assembly on social policy presented the last 
question examined prior to the adjournment. Additions 
and changes to the law “On the Social Protection of the 
Handicapped” in a one percent allocation in the social 
protection fund for the handicapped were passed unan- 
imously. 


Discussion of a question pertaining to a draft law on 
additions and changes to the law “On the Privatization 
of the Housing Fund in the Azerbaijan Republic,” 
although not serious, was heftily debated.The national 
representatives, it seems, equated the “‘housing fund” to 
the “architectural monuments” and “historical monu- 
ments” category. It was also felt that the tendency to 
enrich the privatization process through the element of 
selling it to the state again was not unexpected. After the 
Supreme Soviet chairman’s explanation it was noted that 
those who would add almost half the buildings in the city 
of Baku to the list of “historical monuments” did not 
have a chance. Yet they would show the same zeal in the 
future for them to be maintained at the cost of the state. 


An article permitting the privatization of studios which 
are at the disposal of artists and not considered to be 
dwelling areas was included in this same law at the 
suggestion of Sabir Rustemkhanly. 


After hearing information from the commission on 
stockholders societies questions were answered and a 
broad exchange of ideas took place. R. Guliyev summed 
up the discussions. This time he noted that the law “On 
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the Stockholders’ Society”’ had to regulate the denation- 
alization policy as a whole, and he noted with regret that 
its functions were not completely reflected in the draft. It 
was concluded unanimously that the work of perfecting 
the draft would be finished in a short time so that it 
could quickly come up for discussion. 


NK? Constitutional Commission Created 


944K2111A Yerevan RESPUBLIKA ARMENIYA 
in Russia 12 Aug 94 p 1 


[Unattributed report: “A Constitution for the NKR”’} 


[Text] A special commission has been established in the 
NKR [Nagorno-Karabakh Republic] Supreme Council 
to draw up the NKR Constitution. The commission is 
headed by acting NKR Supreme Council Chairman 
Karen Baburyan. As reported to NOYAN TAPAN by 
Vasiliy Atadzhanyan, adviser to the chairman of the 
NKR Supreme Council, the Law “On the Foundations of 
State Independence of the NKR,” adopted during the 
very first days of proclamation of the republic, is pres- 
ently in effect in the republic. 


Presidential Edict on Law Enforcement 


944K2102A Baku BAKINSKIY RABOCHTIY in Russian 
12 Aug 94 p 1 


[Edict of the President of the Azerbaijan Republic: On 
Measures To Intensify the Fight Against Crime and To 
Bolster Legality and Law and Order’’] 


[Text] An increase in crimes threatening the security of 
the economic and political foundations of the state and 
the life, health, and property rights of the citizens, 
including acts of terror, sabotage, homicides, gangster- 
ism, and theft and instances of the acquisition in other 
ways of weapons, ammunition, and explosives, and also 
crimes involving narcotics and financial and credit fraud 
and various crimes of an economic nature committed 
mainly by organized crime groupings, illegal armed 
formations, and other criminal elements has been 
observed as of late. The prevalence in society of such 
crimes as bribery and corruption and also the fact that a 
number of citizens, officials included, consider these 
facts an everyday occurrence are causing particular con- 
cern. 


In adopting measures to detect crimes the law enforce- 
ment authorities frequently fail to display the necessary 
flexibility, disregard the forms and timeframes estab- 
lished by law, make mistakes in the use of measures of 
compulsion specified by law, and make ineffective use of 
their authority, which is giving rise to the justified anger 
of the population and increasing tension in society. 


Considering the need for an intensification of the fight 
against crime and a reinforcement of legality and law 
and order in the republic, I resolve: 
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1. To instruct the Ministries of Justice, Internal Affairs, 
and National Security and the Procuracy o; the republic 
and to propose to the Supreme Court of the Azerbaijan 
Republic that they elaborate and present to the president 
of the Azerbaijan Republic within a month’s time a draft 
official program for combating crime in the republic. 


2. To instruct the leaders of the law enforcement author- 
ities to adopt effective measures to uncover and put a 
stop to instances of bribery in organizations and at 
enterprises and institutions and to punish in accordance 
with the law officials that have engaged in such actions. 


To propose that courts of the Azerbaijan Republic con- 
duct public and itinerary legal proceedings in bribery 
cases. 


3. To instruct procuracy and investigation and inquiry 
authorities and to propose to the judicial authorities that 
they apply the strictest preventive restrictions in crim- 
inal cases for defendants that have committed serious 
crimes and that are participants in organized crime 
groupings and that have participated actively in crimes 
that they perpetrate. 


4. To instruct the procuracy, internal affairs, and 
national security authorities and to propose to the judi- 
cial authorities that they demand in general form and 
obtain, if necessary, in the established legislative proce- 
dure from officials documents and details concerning 
financial and economic activity and transactions 
involving bank savings and accounts of legai entities and 
individuals connected with the perpetration of serious 
crimes and also with crimes committed by organized 
crime groupings; and apply the measures specified by 
legislation in respect to persons impeding compliance 
with these requests or evading them. 


5. That the Procuracy of the Azerbaijan Republic and the 
Ministries of Defense, Internal Affairs, and National 
Security conduct in all organizations a stocktaking of all 
stored arms and ammunition and, depending on the 
results, adopt the measures specified by legislation; 
report within two months’ time on the work that has 
been done to the president of the Azerbaijan Republic. 


6. For a fundamental improvement in the work of 
subdivisions of operational investigation service activity 
to prevent and detect serious crimes to comnmission the 
Ministries of Internal Affairs and National Security to 
undertake the prepzration and implementation of com- 
prehensive measures and to report within two months’ 
time on the measures adopted to the president of the 
Azerbaijan Republic. 


7. To create within the } iinistry of Internal Affairs an 
Office for Fighting Organized Crime, Terrorism, and 
Gangsterism; that the minister of internal affairs shall 
adopt the necessary measures from internal reserves for 
the organization and normal activity of the office to 
ersure that it begin operation within 10 days’ time. 
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8. To instruct the Ministry of Justice to provide for 
criminal liability for corruption, fraudulent enterprise, 
intentional bankruptcy, illegal lending, the use of credit 
for purposes other than intended, the delivery of cur- 
rency resources from overseas behind schedule and in 
incomplete amounts, deliberate violation of the rules of 
accounting, the forcible appropriation of property (rack- 
eteering), and other socially dangerous actions; to pre- 
pare within a month’s time legislative proposals for an 
increase in criminal liability for tax evasion, larceny, 
motor vehicle theft, the illegal custody and bearing of 
firearms, and so forth and also for an improvement in 
criminal legislation and the law of criminal procedure 
and to present these proposals within two months’ time 
to the president of the Azerbaijan Republic. 


9. To instruct the Procuracy and Ministry of Internal 
Affairs of the republic to present within a month’s time 
to the president of the Azerbaijan Republic proposals 
concerning the necessary alterations to legislative instru- 
ments affording officers of the investigatory authorities, 
given serious evidence of a crime in preparation, the 
right to search buildings and structures belonging to 
administrations, organizations, and enterprises, regard- 
less of forms of ownership and subordination. 


10. To instruct the Procuracy and the Ministries of 
Internal Affairs and National Security of the Azerbaijan 
Republic to determine the list of cities and districts in 
which gangsterism and organized crime are most preva- 
lent, to provide for the implementation of special mea- 
sures for fighting crime by the internal affairs and 
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national security authorities operating on their territory, 
and to ensure the switch to a concentrated operating 
mode of the operational services connected with the 
implementation of these measures. 


11. To instruct the Cabinet of Ministers to present 
within a month’s time to the president of the Azerbaijan 
Republic proposals for a reinforcement of the material- 
technical facilities and the provision with modern tech- 
nical crime-fighting weapons of the law enforcement 
authorities called upon to fight crime, with regard to 
their requirements. 


12. To instruct the Procuracy and the Ministries of 
Internal Affairs and National Security of the Azerbaijan 
Republic for the flexible and high-quality investigation 
of criminal cases to implement the necessary measures 
for the material and moral encouragement of their 
officers with regard to work indicators. 


To establish a special fund of the president of the 
Azerbaijan Republic aimed at concentrating additional 
resources to encourage citizens and officers of the 
internal affairs, national security, police, and procuracy 
authorities that have distinguished themselves. 


To instruct the Ministries of Justice, Internal Affairs, 
and National Security to present within 10 days’ time te 
the president of the Azerbaijan Republic a draft statute 
on this fund. 


[Signed] Geydar Aliyev, president of the Azerbaijan 
Republic 
City of Baku, 9 August 1994 
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Finnish Business Chici on EU Free Trade Pact 


94EN0440A Helsin'sa HUFVUDSTADSBLADET 
in Swedish 20 Jui 94 p 8 


[Article by Birgitta Jernvall Ingman: “Our Clothing 
Industry Rejoices Over Estonian EU Agreement”’] 


[Text] The free trade agreement entered into by the 
Baltic states with the EU [European Union] is greeted 
with relief by the Finnish ready-made clothing industry, 
which has large interests particularly in Estonia, where a 
great deal of piecework is done for Finnish companies. 


Without an agreement between the EU and the Baltics, 
the situation would have deteriorated for the Finnish 
companies in the event of EU membership. Now, they 
can continue with the piecework in the same manner as 
before, and in addition export the products manufac- 
tured in the Baltics to other EU countries. Today, they 
can only be sold without customs duty in Finland. 


“It is a very good thing that something like this could be 
approved,” says Jussi Peitsara, managing director of the 
clothing industry's central organization Vateva. 


At the same time he points out that there is also a chance 
that the EU will quantitatively limit the import from 
Estonia, but he hopes that it will at least make Finnish 
piecework sewing possible to the same extent as now. 


Peitsara is not able to report just how large a part of the 
Finnish clothing production is made up of foreign piece- 
work, but he does state that perhaps three-fourths of it is 
now being done in Estonia. 


Does the agreement with the EU mean that the Finnish 
companies are placing increasingly more manufacturing 
in the Baltics? 


“It is scarcely possible to increase any more in Estonia, 
where we are already utilizing such a large a part of the 
capacity and where the risk of quantitative restrictions 
could also develop. But I think there could be a more 
even distribution over the Baltics, with manufacture in 
Latvia and Lithuania as well,”’ says Petsara. 


Minor Threat to the Food Industry 


Since the first commotion has calmed down, the Finnish 
food industry now appears to take the free trade agree- 
ment between the Baltic states and the EU in relative 
stride. It hardly represents much of a threat. 


What frightened the Finns, according to food industry 
managing director Pekka Hamalainen, was Estonian 
Foreign Minister Juri Luik’s information that state- 
supported export of foods to the Baltics would not longer 
be permitted, a statement that later turned out not to be 
true. The export to the Baltics of free trade products such 
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as sweets, juices and biscuits can continue as before— 
despite the Finnish price equalization support for the 
raw materials. 


Membership in the EU would already result in adjust- 
ment difficulties for the Finnish meat and dairy 
industry, and there is fear that the free trade agreements 
between the EU and the Baltics will further aggravate the 
problems. What is worrying in principle, according to 
Hamalainen, is the export quotas with 60-percent lower 
import duty that the EU has granted the Baltic states for 
processed agricultural products such as cheese, butter, 
powdered milk, and sausage. Since Finland is a close 
neighbor of the Baltics it is considered likely that a large 
part of that export would come to us in the event of 
Finnish EU membership. 


But it is not a matter of large quantities; the food 
industry has figured ou that the cheese quota for the 
three Baltic nations together represents 3 percent of 
Finland’s cheese production, while for butter it is about 
10 percent. 


The way it is now, is not the cheap Finnish export to 
Estonia likely to represent a greater threat to that coun- 
try’s industry? 


“Well, it is difficult to say,” replies Hamalainen. He 
admits that in today’s situation that is certainly the case, 
since the level of the Estonian production is not as high. 
But since Finnish companies, among others, have 
become established there the level has been constantly 
rising and a normal free trade relationship will develop, 
at the same time as raw materials and labor are cheaper 
there. The Baltic countries have all the preconditions for 
developing their agricultural production, Hamalainen 
states. 


Finnish food exports to the nearby regions, in particular 
St. Petersburg, now exceeds | billion at an annual level, 
according to Hamalainen. There are preconditions for a 
strong market area there, and in order for the Finns to be 
able to keep their position, he is advocating some form of 
export guarantee system for foods as well. 


Because the food exporters have not known the receiving 
companies in the east as well and, furthermore, the 
banking system has been undeveloped, the general prac- 
tice has been cash or advance payments. Now, the 
competing foreign firms have begun to grant payment 
extensions of up to one month, Hamalainen says. 
Because of the risk of credit losses, this is said to be 
impossible for the small Finnish companies unless the 
state comes up with guarantees, which, according to 
Hamalainen, is the case in Denmark, for example. 


LATVIA 


Defense Ministry Tak s Over Former Russian 
Army Facilities 


944K2058A Riga LABRIT in Latvian 28 JUL 94 p 1 


[Article by leva Stale: “Defense Ministry has taken over 
13 Russian army facilities in Riga.”’] 
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[Text]Along with the departure of the last Russian mili- 
tary forces fighting unit from Adazi on July 30, the third 
facility in the Riga rayon has come under control of the 
Latvian Defense Ministry—there are still two left, in 
Stopinu rural district and Salaspils, where the field 
engineers battalion is based at present. Since 1992, the 
Defense Ministry has received 23 facilities throughout 
Latvia. 


According to the Defense Ministry Infrastructure and 
Construction Division Head Specialist, Zigmunds Zols, 
during the former Latvian independence period, the War 
Ministry owned about two thousand facilities, includ- 
ing—20 facilities in Riga. At present, the Defense Min- 
istry has received 13 facilities in Riga. Last week, the 
sports complex on Krusta Baznicas Street was turned 
over, but there still remain barracks and a restaurant, 
which will also be turned over to the control of the 
Latvian army. Until August 31, the Ministry must still 
take over the North Western Military Group headquar- 
ters on Valdemara Steet (which used to house the War 
Ministry), facilities on Rudolfa Steet and Pernavas 
Street, where barracks and warehouses are located. In 
turn, Defense Ministry State Defense Planning Division 
Leader Janis Miodle has stated that due to the lack of 
fina:.cial resources and an insufficient budget, the 
Defense Ministry can only assume management of a 
portion of the facilities taken over—for example, the 
Ministry will be able to assume management of the small 
military city of “Dobele-2” only if it is issued a separate 
subsidy. In the Stopina rural district, part of the facilities 
taken over, which also includes a small residential sector, 
for the reason mentioned above, will probably be turned 
over to control by the municipal government, even 
though housing for the officers who work in Riga and the 
Riga rayon is still a very acute problem. Janis Miodle 
explained that the Ministry hopes to resolve the esca- 
lated problem of officers’ housing when it completely 
takes over the Adazi military complex with the buildings 
contained there, which could be turned into the site of 
the Defense Ministry’s main base. In the so-called Cit- 
adel (in Citadeles Street rayon), the War Ministry of the 
former Latvian independence period owned seven hect- 
ares of land and buildings, but it is still unclear as to who 
will be the owner of this land. 


Defense Forces Chief on Russian Troop 
Withdrawal 


944K 2058B Riga RIGAS BALSS in Latvian 20 JUL 94 
p2 


[Interview with Defense Forces Commander, Colonel 
Dainis Turlais, by Girts Grisans: ““Dainis Turlais: Don’t 
say “hop!*‘, before you have jumped over the ditch! How 
is the withdrawal of the occupying military forces 
coming along? ”’] 


[Text] On Monday and Tuesday, a meeting took place in 
Jurmala of the joint Latvian and Russian commission on 
questions of the withdrawal of the Russian Federation 
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army. To learn more about this commission, I turned to 
Defense Forces Commander, Colonel Dainis Turlais. He 
is leading the commission on the Latvian side. 


[Grisans] Mr. Turlais, what types of questions were 
being discussed yesterday and today (this interview took 
place on Tuesday—Ed.) at the meeting of the commis- 
sion? 


[Turlais] The first meeting of this joint commission was 
held yesterday and today. The commission has been 
created in accordance with the Latvian-Russian agree- 
ment on the main protocol for the Russian Federation 
army withdrawal, in order to resolve disputed questions 
related to the withdrawal of the army. 


[Grisans] How many people will be on this commission? 


[Turlais}] The commission will have 17 people from each 
side, and the Russian side will be led by the Russian 
North Western Military Forces Group Deputy Com- 
mander, Lieutenant General Fyodor Meynichuk. 


[Grisans}] What is on the first order of questions that the 
commission will deal with? 


[Turlais] According to the information I have at hand, 
the most pressing questions could deal with the debt 
incurred to Latvia by the Russian military forces for the 
use of air space, railroads and communications, for 
individual industrial, institutional and company services 
utilization, the clean-up of environmental pollution 
caused by the Russian Federation army, and the block of 
social problems, as related to the retired Russian army 
officers and their families, providing them with housing, 
emigration, compensation, etc. 


[Grisans] In your opinion, will Latvia succeed in 
obtaining compensation from Russia for environmental 
pollution? 


[Turlais] That is hard to predict, because much is depen- 
dent on specific locations and situations. For example, 
there are areas where both sides are joining in a settle- 
ment. This is occurring in areas that contain movable 
Russian army property, where a “zero variant” is being 
achieved through mutual settlemert. We must attempt 
to reach an agreement in which the Russian side will 
either remove the environmental pollution created by 
the army, or cover our expenses for doing so. In any case, 
this is a difficult and complicated process, because the 
Russian side, in principle, does not want to acknowledge 
that it has any debts. 


[Grisans] Many are worried that Russia may ask for 
compensation from Latvia for the immovable property it 
is leaving behind. 


[Turlais}] Basically, | have heard that the Russian side, 
not directly, but from afar, has expressed certain claims. 
I could express my opinions, but there are no official 
xussian requests at present. At the last meeting of 
economists made up of Latvian and Russian delegations, 
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there were no claims made for ownership or compensa- 
tion regarding immovable properties found on Latvian 
territory. In my opinion, that would be illogical, because 
there are no economic or legal bases for bringing up such 
demands. It could only be done from an ideological 
standpoint, in order to stir up agitation. Quite the 
contrary, if we look at this from the viewpoint of Latvian 
economic interests, many of the facilities left behind by 
the Russian army are not suitable for Latvian interests, 
and we have to consider how to redevelop this land and 
eliminate these facilities. It would be more feasible for us 
to ask that Russia “levels to the ground” those sites that 
we do not need and return to our control already 
redeveloped land. 


[Grisans] How has Russia fulfilled its commitment to 
withdraw the numbers of demobilized militarists? 


[Turlais} The concluded Latvian-Russian agreements 
provide that the Russian side informs us of the military 
numbers in Latvia and that the Russian side provides us 
with a listing of retired military personnel. The Russian 
side has done this and Prime Minister Valdis Birkavs, 
during his meeting with United States President Bill 
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Clinton, showed the President this listing of retirees, 
which was several kilograms in weight (if I’m not mis- 
taken). It is a different matter whether this listing is 
complete or not, since there is no way we can prove that 
it is incomplete. But the Russian side cannot show that 
we are not right. Nevertheless, the Russian side has 
formally fulfilled its commitment. 


[Grisans] What is your evaluation of the pace of the 
military withdrawal? 


[Turlais] Political capital gains are being lost and gained 
in discussions, battles and debates on account of this 
process... In my opinion, it is an undeniable fact that the 
Russian army 1s leaving, and the main and most impor- 
tant thing is to turn it into a reality that the Russian army 
is no longer in Latvia in the provided for period, so that 
after August 31, there will no longer be a problem 
requiring resolution. 


[Grisans] Do you have any doubts regarding this ques- 
tion? 


{Turlais] I could answer in this way: “Don’t say hop!“ 
until you have jumped over!” 
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